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British  Imperialism  in  China 

Chapter  I 

FORCING  THE  GATES 

China  has  immense  natural  resources  and  a  popu¬ 
lation  which  is  more  than  a  quarter  of  the  human 
race.  The  natural  resources  include  iron,  coal, 
tin,  copper,  tungsten  and  petroleum  in  immense 
quantities,  while  silk  and  wool,  tea  and  other 
foodstuffs  have  long  been  available  for  export 
to  other  countries. 

A  glance  at  an  economic  map  of  China  shows 
that  the  mining  and  manufacturing  areas  are  only 
a  tiny  fraction  of  the  whole  44  million  square  miles 
of  Chinese  territory.  The  rest  of  this  vast  country 
is  agricultural  and  pastoral,  with  large  tracts  of 
forest  land  in  the  South  and  West.  Thousands 
of  miles  of  land  and  millions  of  the  people  are 
untouched  by  modem  industrial  development, 
which  is  confined  to  the  big  towns  on  the  coast 
and  on  the  rivers. 

For  means  of  communication  China  still  de¬ 
pends  chiefly  on  the  waterways  of  the  great  rivers. 
The  Yangtse  is  navigable  by  ocean  steamers  for 
600  miles  up  to  a  point  where,  at  Hankow,  it  is 
crossed  by  the  main  line  of  railway  running  north 
and  south  from  Pekin  to  Changsha.  The  inland 
areas  to  the  west  have  no  railways,  and  the  trans¬ 
port  of  agricultural  products  is  carried  out  by 
native  boats  on  the  rivers.  The  total  length  of 
railways  in  China,  with  its  population  of  448 
million,  is  between  four  and  five  thousand  miles  ; 
Great  Britain,  with  less  than  one-tenth  of  the 
population  and  about  2  per  cent,  of  the  area,  has 
over  fifty  thousand  miles  of  railway. 

To  the  manufacturing  countries  of  Europe, 
China,  with  its  enormous  population,  offered  great 
possibilities  from  the  early  period  of  foreign  trade  ; 
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the  Portuguese,  the  Dutch  and  the  British  all 
attempted  to  establish  trading  relations  in  the 
seventeenth  century. 

By  the  beginning  of  the  18th  century  the  East 
India  Company  had  secured  a  monopoly  of  British 
trade  with  China,  which  was  carried  on  through  a 
guild  of  Chinese  merchants  at  Canton  ;  and  this 
system  continued  until  1839.  But  Britain’s  in¬ 
dustries  were  growing  more  rapidly  than  her 
markets  ;  the  Chartist  movement  had  gathered 
much  of  its  strength  from  the  prevailing  unem¬ 
ployment  ;  and  British  capitalist  interests  required 
an  immediate  expansion  of  trade  in  the  East. 
Singapore  had  been  seized  in  1819  ;  the  time  was 
ripe  for  a  further  move. 

Opium  formed  a  large  part  of  the  East  India 
Company’s  imports  into  China,  and  in  spite  of 
repeated  prohibitions  by  the  Chinese  Imperial 
Government,  the  quantities  imported  increased 
from  200  chests  in  1729  to  over  20,000  chests  in 
1838. 

A  new  attempt,  made  by  the  Chinese  Govern¬ 
ment  in  1839,  to  put  a  stop  to  the  opium  traffic 
was  the  pretext  for  the  first  British  attack  on 
China.  The  Chinese  High  Commissioner  at 
Canton  seized  and  destroyed  20,000  chests  of 
opium,  and  British  ships  were  prohibited  from 
entering  Cantonese  waters.  British  merchants, 
with  the  ready  backing  of  the  British  Government, 
seized  on  this  incident.  British  trade  (in  opium) 
was  at  stake  ;  and  moreover  the  monopoly  of  the 
Canton  merchants’  guild  had  to  be  broken,  and 
Chinese  ports  opened  to  British  trade.  Therefore 
war  was  declared  in  China,  and  there  followed  a 
series  of  massacres  by  naval  bombardments. 

Britain  seized  the  island  of  Hong  Kong,  which 
formed  a  vital  link  in  the  far  eastern  trade  route, 
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as  well  as  a  very  important  strategic  base  for 
further  operations  in  China.  By  the  Treaty  of 
1842,  which  closed  the  first  Opium  War,  Britain 
secured,  in  addition  to  Hong  Kong,  an  indemnity 
of  21  million  dollars,  the  opening  of  four  important 
ports  to  foreign  trade,  and  the  breaking  up  of  the 
monopoly  of  the  Canton  merchants’  guild. 

But  the  opium  trade  was  still  prohibited  by  the 
Chinese  Government,  and  Hong  Kong  became  a 
centre  for  opium  smugglers  receiving  British 
protection  and  flying  the  British  flag.  An  account 
of  the  next  ‘  incident,’  given  by  the  China  Year 
Book  is  worth  quoting  : — 

A  climax  was  reached  on  October  8,  1856,  when  a 
Hong  Kong  registered  lorcha,  flying  the  British  flag,  was 
boarded  at  Canton  by  Chinese  officers  and  soldiers,  who 
hauled  down  the  flag  and  removed  the  crew  to  guard- 
boats.  All  attempts  on  the  part  of  the  British  authorities 
to  obtain  redress  failed,  and  the  two  nations  finally  found 
themselves  at  war. 

There  is  no  mention  of  the  fact  that  the  lorcha 
in  question  was  engaged  in  smuggling  opium. 
Here  was  an  insult  to  the  flag,  and  Great  Britain 
again  declared  war,  this  time  with  the  support  of 
the  French  Government.  The  attack  was  carried 
into  the  northern  districts,  and  it  was  not  until 
the  allied  powers  had  entered — and  sacked — 
Pekin  in  1860  that  the  Chinese  were  finally  brought 
to  terms. 

By  the  treaties  which  ended  the  Second  Opium 
War,  Britain  secured  the  territory  of  Kowloon, 
on  the  mainland  opposite  to  Hong  Kong,  a  new 
indemnity  of  £1,200,000,  and  the  appointment  of  a 
British  Inspector-General  of  Customs  ;  while  nine 
new  ports,  including  Tientsin,  were  declared  open 
to  foreign  trade.  The  same  treaties  legalised  the 
opium  trade  and  gave  privileges  for  “  the  propagation 
and  practice  of  Christianity.” 
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By  this  time  British  trade  with  China  was  well 
established,  and  the  American  Civil  War,  with  the 
consequent  reduction  of  'raw  cotton  supplies, 
temporarily  checked  the  urge  from  Lancashire  for 
wider  markets.  China  had  a  brief  period  of  peace, 
but  after  1870  the  process  of  civilisation  by  war 
was  resumed  ;  the  development  of  industry  in  other 
countries  besides  Britain  brought  new  assaults 
on  China. 

In  the  next  thirty  years  there  were  constant 
attacks  by  first  one  foreign  group  and  then  another 
(always  backed  by  their  own  Governments  with 
the  threat  or  the  actual  use  of  military  force)  on 
the  territory  and  economic  resources  of  China. 
In  1871  Russia  seized  the  province  of  Kulja  on 
the  north-western  borders,  thus  gaining  a  jumping- 
off  ground  for  the  penetration  of  Mongolia. 
Five  years  later,  after  fighting  between  British 
and  Chinese  on  the  Burma  frontier,  the  British 
Government  enforced  an  agreement  establishing 
frontier  trade  and  opening  four  more  ports.  The 
annexation  of  Burma  itself  followed  within  the 
next  few  years. 

Meanwhile  French  interests  were  preparing  an 
attack  in  the  south-east.  After  occupying  the 
port  of  Foochow  and  destroying  the  Chinese  fleet 
and  arsenal,  the  French  Government  annexed  the 
territory  of  Annam  (now  part  of  French  Indo- 
China),  and  forced  the  Chinese  to  admit  foreign 
traders  in  two  inland  towns  in  the  southern  pro¬ 
vinces. 

Next  came  Japan’s  turn.  Japanese  industries 
were  already  growing,  and  manufacturers  saw  in 
China  not  only  an  immense  potential  market,  but 
also  an  important  source  of  raw  materials  of  which 
Japan  itself  has  a  very  limited  supply.  In  1894 
the  Japanese  Government  declared  war  on  China, 
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and,  having  learnt  something  of  western  methods 
of  warfare,  easily  defeated  the  Chinese  forces. 
Japan  then  took  possession  of  the  island  of  Formosa 
and  the  Liaotung  peninsula  in  South  Manchuria. 
But  the  cession  of  Manchurian  territory  to  the 
Japanese  cut  across  the  interests  of  other  foreign 
groups,  who  were  beginning  to  consider  territorial 
control  for  other  purposes  besides  the  setting  up 
of  trading  centres.  The  French,  German  and 
Russian  Governments  therefore  intervened  to  se¬ 
cure  a  treaty  in  1895,  by  which  Japan’s  annexation 
of  Liaotung  was  postponed,  but  most  of  the  re¬ 
maining  treaty  ports  were  opened  to  foreigners. 

Thus  by  1895  the  British  and  other  foreign 
capitalist  groups,  by  a  series  of  military  aggressions, 
had  firmly  entrenched  themselves  in  Chinese 
territory.  Through  the  treaty  ports  and  the  areas 
annexed  after  each  aggressive  act,  trade  had  been 
opened  up.  Through  the  indemnities  imposed 
on  China  for  her  feeble  resistance  to  these  attacks, 
a  load  of  debt  had  been  imposed,  and  foreign 
officials  had  been  appointed  to  collect  customs 
duties  to  meet  the  interest  due.  The  foreign 
communities  in  the  treaty  ports  established  rights 
of  extra-territoriality  ;  they  administered  the  local 
government,  had  their  own  police,  and  established 
their  own  assessors  in  the  law  courts  ;  after  1912 
(the  collapse  of  the  Manchu  bureaucracy)  the  mixed 
courts  become  practically  foreign  institutions,  even 
the  Chinese  representatives  being  appointed  by 
the  foreign  authorities.  The  Chinese  had  become 
in  effect  a  subject  race. 

In  the  early  period,  the  main  purpose  of  the 
British  attacks  on  China  was  the  opening  up  of  new 
markets  for  Lancashire’s  increasing  production, 
enabling  the  cotton  manufacturers  to  expand  their 
business  and  their  profits.  The  need  for  new 
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markets  can  be  seen  from  the  expansion  of  the 
British  cotton  industry  during  the  fifty  years  after 

the  first  assault  on  China; — 

Raw  Cotton  used 
(weekly  average  in  bales). 

1840, .  24,060 

1860 .  48,520 

1880, .  59,010 

1890 .  67,310 

China  was,  of  course,  only  one  of  many  markets, 
but  a  market  which  was  enlarged  with  the  forcible 
opening  up  of  each  new  treaty  port : — 

British  Cotton  Exports  to  China. 


Yarn. 

Cloth. 

million  lbs. 

million  yds. 

1851,  ... 

4-3 

114-9 

1860,  ... 

8-7 

222-9 

1870,  ... 

11-6 

396-9 

1880,  ... 

19-5 

447-7 

1885,  ... 

20-3 

523-9 

1890,  ... 

14-7 

570-2 

1895.  ... 

11-2 

528-1 

It  will  be  observed  that  between  1851  and 
1890  (in  yarn,  1885)  British  cotton  exports  to 
China  had  increased  five  times ;  the  break  after 
the  peak  years  of  1885  and  1890  is  due  to  causes 
which  will  be  discussed  in  later  chapters.  During 
the  earlier  period  the  policy  of  aggression  had 
proved  completely  successful.  What  did  this 
mean  for  British  capitalist  interests  ?  Which 
groups  were  then  concerned  in  the  maintenance 
and  extension  of  the  attacks  on  China  ? 

In  the  first  place,  the  cotton  manufacturers. 
Owing  to  the  advantages  of  machine  production, 
they  were  able  to  produce  yam  and  cloth  at  a 
labour  cost  which  was  far  below  the  labour  cost 
of  similar  goods  produced  by  the  primitive  methods 
of  native  handicraft.  In  spite  of  the  relatively 
high  standard  of  the  British  worker,  machines 
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enabled  him  to  be  exploited  at  a  higher  rate  than 
the  Chinese  hand-worker.  The  Chinese  products, 
for  which  British  yam  and  cloth  were  exchanged, 
were  mainly  tea  and  silk,  and  these  could  be  sold 
at  high  prices  on  the  British  market.  Thus  in 
effect  a  small  value  of  cotton  could  be  exchanged 
for  a  large  value  of  tea  and  silk,  through  the  sale 
of  which  the  manufacturers  of  cotton  realised  the 
profit  from  the  exploitation  of  their  workers. 

Actually,  of  course,  the  manufacturers  did  not 
reap  the  whole  of  this  profit.  Merchants,  ship¬ 
owners,  insurance  brokers,  and  financiers  all 
claimed  their  share.  Even  the  cotton  workers 
were  able  to  secure  some  improvement  in  their 
conditions ;  the  sales  on  technically  backward 
markets  opened  up  by  force  (not  only  in  China) 
enabled  the  employers  to  give  shorter  hours  and 
higher  wages  without  checking  their  profits. 

Unfortunately,  no  figures  exist  for  the  total 
profits  made  on  the  trade  with  China.  Some  idea 
can,  however,  be  gained  from  a  comparison  of  the 
British  exports  to  China  with  the  British  imports 
from  China  (including  Hong  Kong  in  each  case), 
as  given  in  the  British  official  returns  : — 

British  Trade  with  China,  1851-1895. 

Yearly  average  for  five-year  periods. 


Period. 

U.K. 
Exports 
to  China 

U.K. 
Imports 
from  China 

Surplus  of 
Imports 
from  China 

1851-55, 

(million  £) 
1*7 

(million  £) 
8-7 

(million  £) 
7-0 

1856-60, 

3-6 

9-3 

5-7 

1861-65, 

4-5 

12-3 

7-8 

1866-70, 

8-6 

10-5 

1-9 

1871-75, 

9-2 

13-3 

4-1 

1876-80, 

8-2 

14-4 

6-2 

1881-85, 

8-6 

11-0 

2-4 

1886-90. 

8-7 

7'8  minus  0-9 

1891-95, 

7-5 

4’6  minus  2*9 
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On  the  basis  of  these  figures,  every  year  during 
the  35  years  from  1851  to  1885,  Chinese  goods  were 
brought  into  Britain  to<  a  value  exceeding  by 
£5,000,000  the  value  of  the  British  goods  exported 
to  China.  During  the  thirty-five  years  the  excess 
of  imports  from  China  was  over  £175,000,000. 

For  various  reasons  this  is  not  an  exact  figure 
of  the  profits  realised  by  British  interests.  A 
certain  portion  of  the  total  represents  real  costs 
of  transport ;  another  portion  may  be  accounted 
for  by  exports  from  India  to  China,  the  goods 
secured  in  exchange  being  sent  to  Britain.  Cer¬ 
tainly  a  substantial  portion  of  the  excess  of  British 
imports  from  China  represents  payments  of  in¬ 
demnities  and  interest ;  but  this  is  real  profit  to 
British  interests,  though  on  the  industry  of  war 
instead  of  cotton.  Nevertheless,  in  spite  of  all 
qualifications,  the  immense  booty  obtained  from 
China  and  through  trade  with  China  can  be 
visualised  from  these  figures,  and  an  idea  can  be 
gained  of  the  strength  of  the  motives  which  led 
through  opium,  bombardment  and  pillage  to  the 
subjection  of  China. 

But  the  trading  period  was  not  destined  to 
last.  The  table  of  British  cotton  exports  to  China 
shows  the  downward  trend  after  1885  ;  the  table 
of  total  British  trade  with  China  gives  the  first 
hint  of  the  reason.  British  capitalism  had  passed 
its  trading  period,  and  was  moving  towards 
imperialism.  The  surplus  of  imports  from  China 
changed  into  a  surplus  of  exports  to  China. 
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Chapter  II 

THE  EXPORT  OF  CAPITAL 

The  trade  statistics  given  in  Chapter  I.  showed 
marked  changes  from  about  the  year  1885. 
Throughout  the  trading  period  of  British  capitalism, 
trade  with  China  meant  the  exchange  of  British 
manufactures,  mainly  cotton,  for  Chinese  produce. 
But  with  the  rise  of  the  iron  and  steel  industry  in 
Britain  and  the  close  connections  between  that 
industry  and  the  Banks,  a  new  need  developed. 
The  financial  groups  which  directed  the  banks 
required  to  find  investments  abroad,  while  the  iron 
and  steel  firms  with  which  they  were  associated 
needed  markets  for  their  products.  The  Chinese 
were  not  in  a  position  to  pay  for  railroads,  bridges, 
and  other  large-scale  enterprises,  but  they  could 
be  forced  to  assume  the  responsibility  for  loans, 
and  the  banks  in  making  the  loans  would  insist 
on  contracts  being  placed  with  their  associated 
concerns.  Thus,  in  the  nineties,  the  British 
trading  policy  (although  still  continuing  in  a 
submerged  form)  gave  place  to  a  policy  of  the 
export  of  capital,  the  securing  of  concessions,  and 
the  beginning  of  the  industrial  development  of 
China. 

This  change  was  of  immense  importance  to 
the  British  capitalist  class.  China  had  only  a 
certain  limited  surplus  for  export.  Already  a  part 
of  that  was  being  absorbed  in  the  payment  of  the 
numerous  indemnities  which  had  been  imposed, 
thus  reducing  the  amount  available  in  exchange 
for  British  products.  But  a  million  pounds'  worth 
of  Chinese  produce  could,  under  the  new  system  of 
loans  and  capital  exports,  serve  as  interest  on 
goods  perhaps  ten  times  as  valuable — £1,000,000 
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is  10  per  cent,  on  £10,000,000.  Thus  the  new 
policy  opened  up  far  larger  immediate  markets 
than  the  old,  although  every  new  loan,  by  absorbing 
part  of  China’s  exportable  surplus,  thereby  re¬ 
duced  the  amount  available  for  exchange  with 
British  products. 

The  result  became  evident,  first,  in  the  increase 
of  British  exports  of  capital  goods  to  China  ;  and 
second,  in  the  absolute  decrease  of  exports  of 
consumption  articles,  such  as  cotton.  From  that 
period,  therefore,  British  policy  in  regard  to  China 
was  no  longer  mainly  the  reflection  of  the  cotton 
trading  interests,  but  was  dictated  by  the  interests 
of  the  financiers  in  alliance  with  the  owners  of 
heavy  industry.  This  meant  inevitably  a  more 
aggressive  policy,  a  policy  aiming  at  concessions 
and  territorial  control  instead  of  the  “  open  door.” 

The  pressure  from  Britain  for  markets  for  her 
heavy  industries  is  indicated  by  the  following 
figures  : — 

British  Iron  and  Steel  Output. 

Iron.  Steel. 

(million  tons),  (million  tons). 


1870,  ... 

...  5-9 

•5 

1880,  ... 

...  7-7 

1-2 

1890,  ... 

...  7-9 

3-5 

1900,  ... 

...  S-9 

4-9 

1910,  ... 

...  10-0 

6-3 

The  pressure  led  to  the  tremendous  expansion 
of  the  British  Empire  during  that  period  in  all 
parts  of  the  world  ;  China  was  only  one  field. 

But  already  in  1875  the  export  of  iron  and  steel 
to  China  had  begun.  The  trade  returns  show 
35,000  tons  of  iron  and  steel  exports  from  Britain 
to  China  in  that  year ;  by  1900  they  had  reached 
77,000  tons.  In  1875  the  value  of  machinery 
exports  to  China  was  £47,000  ;  by  1895  it  had 
reached  £295,000  ;  by  1910,  £526,000. 
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Turning  to  the  other  side  of  the  picture,  we  find 
the  parallel  growth  of  British  loans  to  China.  In 
many  cases  the  British  acted  in  concert  with  other 
foreign  banks,  and  we  therefore  give  the  full  list 
of  public  loans  from  1895  to  1911  on  page  14. 

The  total  public  loans  made  in  this  period 
amounted  to  over  £80,000,000,  apart  from  the 
Boxer  indemnity  of  £67,000,000. 

The  new  policy  had  therefore  been  successful, 
so  far  as  the  British  financial  and  industrial  in¬ 
terests  were  concerned.  In  effect,  British  makers 
of  capital  goods  had  sold  their  products  to  British 
financiers  ;  and  thereafter  the  British  financiers 
were  to  draw  interest  on  the  amount  involved, 
from  the  Chinese  people.  But  we  have  now  to 
examine  by  what  actual  methods  the  Chinese  were 
induced  to  agree  to  the  transaction. 

It  must  be  remembered  that  a  similar  process 
was  at  work  in  the  relations  between  China  and 
other  countries,  as  well  as  Britain.  We  have 
already  referred  to  the  attack  on  China  by  Japan 
and  the  treaty  of  1895. 

When  the  French  and  Russian  Governments 
intervened  to  prevent  Japan  from  annexing  terri¬ 
tory  in  Manchuria  they  secured  for  themselves  the 
right  to  build  railways  linking  up  the  territories 
which  they  had  themselves  annexed  with  important 
Chinese  areas  ;  Russia  to  extend  the  Siberian 
railway  through  Manchuria  to  Vladivostok,  and 
the  French  to  continue  the  line  from  Tong  King  in 
Indo-China,  to  a  point  in  the  southern  province  of 
Kwangsi.  At  the  same  time  Japan  had  secured 
an  indemnity  of  £341  million,  and  Russian,  French, 
German  and  English  Banks  lent  China  £48,000,000 
to  pay  this  indemnity. 

Then  the  scramble  for  concessions  began  in 
earnest.  The  Chinese  had  been  literally  forced 
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THE  EXPORT  OF  CAPITAL 

to  open  their  ports  to  foreign  trade  ;  now  they  were 
to  be  similarly  forced  to  give  concessions  to  build 
railways  to  foreign  syndicates,  and  to  pay  by  means 
of  loans  from  foreign  sources.  These  loans  and 
the  huge  indemnities  imposed  after  each  new 
‘  war '  meant  that  China’s  production  became 
more  and  more  heavily  mortgaged  to  foreign 
capitalists. 

Each  concession  and  each  new  loan  was  won 
either  by  force  or  the  threat  of  force,  or  by  sub¬ 
sidies  to  one  or  other  of  the  military  groups  in  China. 

In  1897,  two  years  after  the  Japanese  War,  a 
Belgian  syndicate  secured  a  concession  to  build 
a  railway  from  Pekin  in  the  north  to  Hankow 
on  the  Yangtsze  river,  a  distance  of  about  750  miles. 
Immediately  British  rival  interests  asserted  their 
claim,  and  the  British  Government,  acting  as  the 
tool  of  these  interests,  began  to  threaten  the 
Chinese. 

Lord  Salisbury  informed  the  British  representative  in 
China  that :  “A  concession  of  this  nature  is  no  longer  a 
commercial  or  industrial  enterprise,  and  becomes  a 
political  movement  against  the  British  interests  in  the 
region  of  the  Yangtsze.  You  should  inform  the  Tsungli- 
Yamen  ( i.e .,  the  Chinese  Government)  that  Her  Majesty’s 
Government  cannot  possibly  continue  to  co-operate  in  a 
friendly  manner  in  matters  of  interest  to  China,  if,  while 
preferential  advantages  are  conceded  to  Russia  in  Man¬ 
churia  and  to  Germany  in  Shantung,  these  or  other  foreign 
powers  should  also  be  offered  special  openings  or  privileges 
in  the  region  of  the  Y angtsze.  Satisfactory  proposals  will  be 
forthcoming  if  the  Chinese  Government  will  invite  the  em¬ 
ployment  of  British  capital  in  the  development  of  those  pro¬ 
vinces.”  When  the  Chinese  persisted  in  granting  the  Belgian 
concession,  the  British  Minister  presented  an  ultimatum 
to  the  Chinese  Government.  He  informed  that  Govern¬ 
ment  that  “  Her  Majesty’s  Government  considered  that 
they  had  been  badly  treated  by  China  in  the  matter  of 
railway  concessions,  and  now  demanded  from  the  Chinese 
Government  the  right  for  British  merchants  to  build  the 
following  lines  upon  the  same  terms  as  those  granted  in 
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the  case  of  the  Belgian  line  : — Tientsin  to  Chinkiang  (to  be 
shared,  if  desired,  with  the  Germans  and  Americans), 
Honan  and  Shansi,  Pekin  syndicate  lines  to  the  Yangtsze  ; 
Kowloon  to  Canton  ;  Pukou  to  Singang  ;  Soochow  to 
Hangchow,  with  extension  to  Ningpo."  The  British 
Minister  was  directed  by  his  Government  to  inform  the 
Chinese  Government  that  “  unless  they  agree  at  once,  we 
shall  regard  their  breach  of  faith  concerning  the  Pekin- 
Hangchow  Railway  as  an  act  of  deliberate  hostility  against 
this  country,  and  shall  act  accordingly.  After  consultation 
with  the  Admiral,  you  may  give  them  the  number  of  days 
or  hours  you  think  proper  within  which  to  send  their 
reply.” 

L.  S.  Woolf,  Economic  Imperialism,  pp.  91  &  92. 

The  Chinese  Government  knowing  that  the 
British  fleet  was  concentrating  at  Hong  Kong,  and 
remembering  many  previous  attacks,  gave  way 
completely.  The  whole  of  the  proposed  concession 
of  2800  miles  was  secured  by  Britain. 

The  method  by  which  the  various  capitalist 
groups,  financial  and  industrial,  proceeded  to 
divide  up  the  spoils,  as  soon  as  a  concession  had 
been  arranged,  was  described  by  the  Manchester 
Guardian  in  an  article  on  railway  development  in 
China,  published  in  1915. 

“A  certain  line  is  specified.  An  agreement  is  made 
between  the  Chinese  Government  and  the  contracting 
syndicate,  according  to  which  the  latter  undertakes  to 
float  a  loan  of  so  many  million  pounds,  repayable  at  a 
certain  specified  time  and  bearing  interest  at  the  usual 
'  rate  of  5  per  cent,  per  annum.  For  its  services  in  floating 
the  loan,  the  Syndicate  is  usually  given  a  commission 
equal  to  about  2  to  5  per  cent,  of  the  nominal  value  of  the 
loan.  Furthermore,  the  Syndicate  is  often  also  given  the 
agency  for  the  purchase  of  materials  which  may  be  re¬ 
quired  by  the  specified  railway  from  abroad,  and  for  the 
service  another  commission  equal  to  about  5  per  cent,  of 
the  net  original  cost  of  the  materials  is  charged.  The 
agreements  usually  stipulate  that,  price  and  quality  being 
equal,  the  manufactures  of  the  country  in  which  the  loan 
is  floated  should  be  given  the  preference  over  those  of  all 
other  countries  and  that  the  chief  engineer  and  the  chief 
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accountant  .  .  .  should  be  subjects  of  the  lending  coun¬ 
try.”  ( Manchester  Guardian,  China  Number,  Sept.  21, 
1915). 

Besides  strengthening  their  hold  over  China 
by  means  of  concessions,  foreign  interests  were  also 
steadily  pushing  forward  towards  the  actual 
partition  of  territory. 

The  Liaotung  peninsula  and  Port  Arthur,  from 
which  the  Japanese  had  been  excluded  in  1895, 
were  seized  two  years  later  by  Russia.  Britain 
took  possession  of  Wei-hai-wei,  with  its  forts  on 
the  south  side  of  the  Straits  giving  access  to 
Tientsin  and  Pekin.  Germany  annexed  Kiaochau 
in  the  province  of  Shantung,  and  France  the  port 
of  Kuangchouwan  on  the  southern  coast.  Thus 
Russia  and  Japan  were  rivals  for  possession  of 
Manchuria  and  the  northern  sphere  of  influence  ; 
German  interests  were  establishing  themselves  in 
Shantung,  and  the  French  were  concentrating  on 
the  south  ;  while  Great  Britain  had  definitely 
secured  Hong  Kong  and  Wei-hai-wei  and  was 
extending  the  British  sphere  in  the  Yangtzse 
valley. 

The  fact  that  foreign  loans  and  indemnities 
absorbed  an  ever-increasing  proportion  of  the 
customs  revenue  of  China  meant  that  heavy 
internal  taxation,  including  land  taxes,  was  im 
posed  by  the  Chinese  Imperial  Government  for  its 
own  purposes.  Native  merchants  and  peasants, 
oppressed  by  constant  levies  on  their  trade  and 
production,  began  to  show  a  growing  hostility  to 
the  whole  bureaucratic  system.  It  was  in  this 
situation  that  the  Manchu  rulers,  fearing  a  national 
revolt  against  the  Imperial  Government,  turned 
the  gathering  wave  of  popular  discontent  against 
the  foreigners.  It  was  easy  to  point  to  foreign 
debts  and  foreign  interference  as  the  real  cause  of 
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irritation,  and  to  Christian  missionaries  as  th« 
agents  of  western  aggression.  In  1900  the  wave 
broke  and  swept  over  the  .country  in  a  flood  of 
anti-foreign  rebellion,  led  by  a  religious  sect  known 
as  the  Boxers  ;  rioting  spread  from  one  district 
to  another  and  immense  numbers  of  the  population 
became  involved.  Foreign  fleets  at  Taku  at¬ 
tempted  to  stop  the  rising  by  a  bombardment  of 
the  forts,  and  this  provocation  inflamed  the 
Chinese  still  more.  The  Pekin  Government, 
helpless  in  the  storm  which  it  had  let  loose,  sent 
an  ultimatum  to  the  foreign  consuls  in  Pekin 
telling  them  to  leave  the  country.  But  the 
legations  were  besieged  and  it  was  two  months 
before  they  were  relieved  by  foreign  forces.  Then 
came  reprisals.  The  imperial  palace  at  Pekin 
was  sacked,  and  a  campaign  of  looting,  murder 
and  every  kind  of  outrage  against  the  Chinese  was 
deliberately  organised  by  the  allied  foreign  powers. 

For  the  moment  the  subjection  of  China  was 
complete.  An  indemnity  of  £67 1  million  was 
imposed  by  the  allied  powers  on  an  exhausted 
country,  and  in  the  course  of  the  next  few  years 
a  whole  series  of  new  loans  were  arranged.  Thus 
the  second  stage  in  the  colonisation  of  China  was 
completed,  and  the  country  was  laid  open  to  the 
investments  of  European  and  Japanese  capitalists. 
But  the  revolt  of  the  Chinese  people,  which  had 
been  turned  aside  from  its  attack  on  the  Imperial 
Government  was  still  to  come. 


18 


Chapter  III 


THE  RISE  OF  THE  CHINESE  BOURGEOISIE 

The  policy  of  loans  and  concessions  continued 
without  interruption  through  the  years  that 
followed.  The  Russo-Japanese  rivalry,  which 
had  shown  itself  after  the  Japanese  attack  on 
China  in  1895,  broke  out  again  in  the  Russo- 
Japanese  War  of  1904-5.  The  Japanese  victory 
was  celebrated  by  the  seizure  not  only  of  Port 
Arthur  (taken  from  China  in  1897  by  the  Russians), 
but  of  Korea,  and  by  a  definite  penetration  of 
Manchuria.  The  British  continued  their  pene¬ 
tration  of  the  Yangtse  valley.  The  French  ex¬ 
tended  their  territory  from  Annam  in  the  South. 
The  Germans  developed  their  concessions  in 
Shantung. 

But  in  the  meanwhile  the  definite  industrialisa¬ 
tion  of  China  was  making  rapid  strides.  The 
export  of  capital  from  Britain  and  other  countries 
was  not  limited  to  railway  material.  Textile 
machinery  in  increasing  volume  began  to  find  its 
way  in  from  Britain  ;  in  1890  the  first  spinning 
mill  was  built ;  by  1902  there  were  17  mills  with 
565,000  spindles;  by  1911  there  were  32  mills 
with  831,000  spindles.  Japan  was  concerned  in 
developing  the  coal  and  iron  mines  of  China  in 
order  to  provide  her  own  rising  industry  with  raw 
materials.  At  first  the  enterprises  were  mainly 
foreign,  but  the  Chinese  merchants  were  not  slow 
in  adopting  capitalist  methods  of  production. 
A  Chinese  industrial  bourgeoisie  rose  rapidly  after 
1905,  bringing  the  new  industrial  methods  into 
the  cotton  and  silk  trades,  running  river  and  coastal 
shipping  on  capitalist  lines,  and  setting  up  their 
own  banks  and  trading  houses  on  a  large  scale. 
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The  development  of  the  Chinese  bourgeoisie 
was  considerably  hampered  by  the  semi-military 
bureaucracy  of  the  Chines^  Imperial  Government  ; 
while  the  burden  of  taxes — many  of  them  directly 
due  to  the  foreign  indemnities  and  loans — com¬ 
bined  with  economic  jealousy  of  the  foreign 
capitalist  groups  to  bring  into  being  an  organised 
nationalist  movement,  making  use  of  the  anti- 
foreign  feeling  among  the  peasantry  and  town 
workers,  but  concentrating  on  the  seizure  of  political 
power  from  the  Manchu  military  dynasty. 

After  the  war  with  Japan  in  1894-5  and  the 
raising  of  the  indemnity  loans  {£ 48  million)  with 
their  new  burden  for  the  Chinese  people,  a  number 
of  societies  grew  up  to  focus  opposition  to  the 
foreigners  and  to  the  Manchu  dynasty.  We  have 
already  seen  how  the  movement  in  1900  was 
skilfully  turned  by  the  Manehus  against  the 
foreigners ;  but  the  suppression  of  the  Boxer 
rebellion,  with  the  foreign  outrages  at  Pekin 
and  the  further  indemnity  (£671  million),  followed 
by  the  even  more  complete  subservience  of  the 
Manehus  to  foreign  control,  gave  new  strength 
to  the  movement.  The  Russo-Japanese  war  of 
1904-5  and  the  Russian  revolution  of  1905  gave 
it  a  more  definite  revolutionary  shape.  In  1907 
Sun-Yat-Sen,  who  for  ten  years  had  been  organising 
the  movement  outside  China — the  Chinese  students 
in  Japan  and  America,  the  Chinese  merchants  in 
Hong  Kong,  Java,  and  Malaya — laid  down  a 
programme  at  a  conference  in  Tokyo  :  the  over¬ 
throw  of  the  Manchu  dynasty,  the  establishment 
of  a  republic,  and  the  building  up  of  socialism. 
China,  he  said,  must  be  developed  by  modem 
methods,  but  must  be  saved  from  the  capitalist 
control  of  them  as  in  Europe  and  America,  where 
although  the  productive  forces  have  risen  to  such  heights 
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that  one  man’s  labour  can  feed  a  thousand,  yet  poverty 
is  rising  ;  on  one  hand  poverty  and  misery,  on  the  other 
boundless  riches  ”  (quoted  by  A.  Khodorov,  in  China’s 
Struggle  for  Independence ). 

Later  in  that  year  a  revolt  broke  out  in  Canton, 
and  spread  through  six  provinces,  but  was  put 
down  by  the  Manchu  forces.  In  1908  a  larger 
movement  covered  the  whole  of  Southern  China 
up  to  the  Yangtse ;  Sun-Yat-Sen  took  the  lead, 
and  with  the  help  of  Chinese  merchants  abroad, 
organised  supplies  of  munitions  for  the  revolu¬ 
tionaries.  He  repeated  his  programme,  and 
announced  the  equal  division  of  the  land  among 
the  peasantry  as  the  first  step  towards  socialism. 
But  the  revolution  was  again  overwhelmed,  and 
once  more  the  leaders  fled  abroad. 

From  the  collapse  of  the  1908  revolution  a  new 
stage  in  the  alignment  of  forces  was  begun.  The 
ideas  of  Sun-Yat-Sen  and  of  the  students  in  foreign 
countries  with  whom  he  came  in  contact  were 
tinged  with  socialist  doctrine — the  revolution  was 
to  be  a  social  revolution.  At  the  Tokyo  con¬ 
ference  in  1907,  Sun-Yat-Sen  had  carried  the 
majority  with  him  against  proposals  that  they 
should  be  content  with  constitutional  reform. 
But  the  events  of  1907  and  1908  had  made  clear 
to  the  Chinese  capitalist  groups  in  China  that  a 
revolution  was  inevitable.  Even  the  Manchu 
Government  went  so  far  as  to  set  up  provincial 
councils  and  to  announce  that  a  constitution  and 
Parliament  would  be  granted  in  1917 — after  ten 
years  of  preparation.  In  1909  and  1910  the 
capitalist  groups  throughout  China  poured  petitions 
in  to  Pekin,  urging  that  reform  could  not  wait. 
The  provincial  councils,  sensing  the  danger  to 
capitalism  if  the  social-revolutionary  programmes 
of  1907  and  1908  dominated  the  next  outbreak, 
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took  the  lead  in  the  demand  for  an  immediate 
constitution  and  an  elected  Parliament.  In  1910 
the  Pekin  Government  consented  to  summon 
Parliament  in  four  years’  time  ;  meanwhile,  it 
strengthened  its  military  and  police  repression. 
The  country  was  in  a  ferment,  and  a  new  foreign 
railway  loan  was  the  last  straw.  A  group  of 
international  banks  (British,  German,  French  and 
American)  arranged  a  loan  of  £6  million  with  the 
Chinese  Government,  for  railway  extensions.  For 
several  years  the  rising  Chinese  capitalists  had  been 
urging  the  Pekin  Government  to  undertake  the 
building  of  railways  with  Chinese  capital,  Chinese 
material,  and  Chinese  labour.  Large  sums  had 
been  subscribed  for  this  purpose,  and  a  Com¬ 
mission  had  been  set  up  to  prepare  plans.  Work 
had  actually  begun  on  a  line  from  Canton  to 
Hankow.  When  the  loan  from  the  foreign 
bankers  was  announced,  the  indignation  of  the 
Chinese  capitalists  brought  to  a  head  the  re¬ 
volutionary  movement  which  had  been  simmering 
for  fifteen  years. 

In  the  autumn  of  1911,  the  revolution  broke 
out  in  Szechwan  and  Hupeh.  The  main  centres 
were  Hankow,  the  great  commercial  and  industrial 
town  on  the  Yangtse  ;  and  Han-yang,  where  the 
Hanyehping  coal  and  iron  works  and  Government 
engineering  works  had  created  a  large  industrial 
population.  Soon  the  whole  of  Southern  China 
was  again  in  the  hands  of  a  revolutionary  govern¬ 
ment,  and  on  Dec.  29  a  conference  was  held  in 
Nanking  of  delegates  from  fourteen  provinces. 
Sun-Yat-Sen  was  elected  President,  and  a  manifesto 
was  issued  informing  foreign  Governments  that 
the  form  of  government  would  be  Republican,  but 
that  all  existing  treaties  and  loans  would  be 
acknowledged. 
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The  immediate  danger,  however,  was  not  from 
foreign  intervention ;  for  the  moment  the  Agadir 
incident  and  the  expectation  of  war  in  Europe 
safeguarded  the  Chinese  revolution  from  outside 
attack.  But  the  Pekin  Government  was  still 
untouched ;  and  although  the  new  revolutionary 
movement  was  more  widely  spread  than  it  had 
been  in  1908,  the  immediate  military  strength 
lay  with  Pekin.  The  Pekin  Government  itself, 
however,  was  thoroughly  alarmed,  and  decided 
to  make  overtures  for  peace.  General  Yuan- 
Shi-Kai,  the  head  of  the  Pekin  Government’s 
forces,  was  authorised  to  inform  the  revolutionary 
government  at  Nanking  that  the  Manchu  dynasty 
were  prepared  to  abdicate,  provided  that  Yuan- 
Shi-Kai  took  the  place  of  Sun-Yat-Sen  as  President. 
The  Nanking  Government,  anxious  to  avoid  a 
trial  of  strength,  and  also  disapproving  of  Sun-Yat- 
Sen’s  socialist  leanings,  agreed  to  Pekin’s  terms, 
and  the  militarist  Yuan-Shi-Kai  became  President. 

A  national  assembly  met  in  August,  1912,  and 
worked  out  the  plans  for  elections  to  a  Parliament. 
A  high  property  qualification  was  fixed  for  voters, 
and  not  a  single  worker  or  peasant  took  part  in  the 
elections.  But  the  Kuomintang — which  Sun-Yat- 
Sen  founded  in  1912  to  unite  the  various  nationalist 
societies — had  an  overwhelming  majority  of  the 
members  elected  when  the  Parliament  met  in 
April,  1913.  From  the  outset  it  was  in  opposition 
to  Yuan-Shi-Kai,  on  the  old  question  of  foreign 
loans.  For  by  that  time  Europe  had  temporarily 
settled  its  affairs,  and  was  willing  to  give  assistance 
to  Yuan  to  crush  the  nationalist  movement.  The 
newly-elected  Parliament  protested,  but  a  loan 
agreement  was  signed,  and  Yuan-Shi-Kai  imported 
new  stocks  of  arms  and  munitions.  In  an  effort 
to  save  the  revolution,  Sun-Yat-Sen  led  the 
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Southern  Provinces  into  a  revolt  in  July.  But 
by  October  the  movement  had  been  crushed,  and 
on  November  4  Yuan  dissolved  the  national  and 
provincial  assemblies,  and  executed  the  republican 
leaders. 

Thus  the  bourgeois  revolution  ended,  and  there 
followed  a  long  period  of  virtual  anarchy.  From 
1911  there  has  been  a  nominal  republic  of  China, 
with  a  nominal  government  at  Pekin.  The  real 
government  of  the  country  has  been  in  the  hands 
of  the  mihtary  governors  of  the  various  provinces, 
grouped  from  time  to  time  in  coalitions  supporting 
(or  being  supported  by)  various  “  war-lords  ” 
whose  influence  ran  over  several  provinces  and  who 
were  themselves  supported  by  the  British  or 
Japanese  interests. 

In  the  confused  history  of  China  during  the 
period  from  1913  to  1924,  it  is  possible  to  trace 
certain  lines  of  development : — 

(1)  The  industrialism  of  China  was  growing 
rapidly,  with  the  active  participation  of  the 
Chinese  capitalist  groups,  as  well  as  foreign 
capital. 

(2)  The  rivalry  between  Chinese  and  foreign 
capitalists  was  becoming  acute,  with  the  con¬ 
sequent  rapid  growth  of  anti-foreign  sentiment. 

(3)  The  foreign  capitalist  groups  maintained 
a  central  Chinese  Government  at  Pekin  to 
legalise  their  encroachments  on  China. 

(4)  At  the  same  time,  Japan  and  Britain 
maintained  Chinese  “  war-lords  ” — Chang-tso- 
lin  (Japan)  and  Wu-Pei-Fu  (Britain) — to  protect 
their  spheres  of  influence  and  repress  the 
nationalist  movement. 

(5)  Meanwhile  a  Chinese  industrial  working- 
class  was  developing  in  numbers  and  organisa¬ 
tion. 
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The  rivalry  between  Japan  and  Britain,  and 
on  the  other  hand  the  combined  attempt  by  the 
foreign  capitalist  groups  to  maintain  their  hold 
over  China,  is  illustrated  in  two  incidents — the 
coup  made  by  Japan  in  the  middle  of  the  war, 
and  the  Washington  Conference. 

The  European  war  and  the  internal  disor¬ 
ganisation  of  China  gave  the  Japanese  the  oppor¬ 
tunity  for  new  aggressions.  The  Japanese  Govern¬ 
ment  declared  war  on  Germany,  invaded  the 
German  sphere  of  Shantung  and  captured  the  port 
of  Tsing-tao.  This  was  followed  the  next  year 
by  Japan’s  "  Twenty-One  Demands  ”  on  China, 
which  were  designed  to  secure  a  wide  extension 
of  control,  turning  the  northern  provinces  into  a 
Japanese  colony.  The  terms  included  the  following 
demands : — 

1 .  German  rights  in  Shantung  to  be  handed 
over  to  Japan,  with  new  concessions  in  regard 
to  ports  and  railways. 

2.  Concessions  in  Manchuria  and  Inner 
Mongolia  to  be  extended,  including  railway  and 
mining  rights. 

3.  The  Hanyehping  ironworks  to  become  a 
joint  Sino-Japanese  concern,  and  Chinese  in¬ 
terests  not  to  sell  out  their  share  without  the 
consent  of  the  Japanese. 

These  demands  were  accepted  by  the  Pekin 
Government,  and,  as  far  as  Shantung  was  con¬ 
cerned,  confirmed  by  the  Treaty  of  Versailles. 
Germany  was  deprived  of  all  concessions  and  extra¬ 
territorial  privileges  in  China. 

During  the  war  Japanese  capitalists  not  only 
got  control  of  the  most  important  Chinese  iron 
and  steel  works,  but  increased  enormously  their 
hold  over  manufacturing  industries.  Textile 
factories,  flour  mills,  glassworks,  and  match 
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factories  under  Japanese  ownership  sprung  up  in 
the  northern  centres. 

After  the  war  the  other  foreign  powers  began 
again  to  take  active  measures  to  check  the  Japanese 
inroads  into  China  ;  a  new  Financial  Consortium 
was  formed  in  1920,  and  the  Washington  Treaty 
was  signed  in  1922. 

By  the  Consortium  arrangement,  the  banks  of 
Britain,  France,  Japan,  and  America  (in  place  of 
the  German  banks  in  the  earlier  Consortium)  agreed 
to  divide  up  China’s  foreign  loans  between  them. 
In  the  terms  of  the  official  agreement  they  were 
to  organise 

the  co-operative  action  of  the  various  banking  groups 
representing  the  investment  interests  of  their  respective 
countries  in  procuring  for  the  Chinese  Government  the 
capital  necessary  for  a  programme  of  economic  recon¬ 
struction  and  improved  communications.  (Cmd.  1214, 
p.  53). 

The  Japanese  Government  had  made  strenuous 
efforts  to  exclude  Manchuria  and  Mongolia  from 
the  operation  of  the  Consortium  on  the  ground  of 
Japan’s  “  special  interests,”  but  the  United  States 
would  not  agree  to  any  such  arrangement,  which, 
as  they  said, 

could  not  be  reconciled  with  the  principle  of  the  inde¬ 
pendence  and  territorial  integrity  of  China,  (p.  51). 

At  the  Washington  Conference  in  1921  certain 
apparent  concessions  were  made  to  the  claims  of 
the  Chinese  capitalist  groups  in  order  to  detach 
them  from  the  more  revolutionary  movement  of 
the  south  and  to  re-establish  the  prestige  of  the 
Pekin  Government.  Japan  was  to  abandon  all 
claim  to  Shantung  and  Britain  was  to  give  up 
Wei-hai-Wei.  Revision  of  the  customs  tariff 
was  promised  and  two  international  commissions 
were  to  be  appointed,  one  to  inquire  into  the  whole 
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organisation  and  control  of  the  Chinese  customs 
and  the  other  to  investigate  the  question  of  extra¬ 
territoriality.  Further,  the  various  Governments 
solemnly  undertook  to  withdraw  all  foreign  armed 
forces — as  soon  as  the  Chinese  Government  could 
ensure  the  protection  of  foreign  lives  and  property. 

Through  all  the  military  and  diplomatic  troubles 
the  growth  of  industry  continued  steadily.  In 
the  coal  industry,  which  had  been  developing 
slowly  since  about  1890,  the  1912  output  was 
13  million  tons,  and  by  1923  it  had  risen  to  23 
million.  Of  this  output,  British-owned  mines 
accounted  for  4  million  tons,  Japanese  for  41,  and 
Chinese  for  7  million  tons  from  large  mines,  in 
addition  to  an  unstated  quantity  from  small  pits. 
About  1 J  million  tons  of  iron  ore  are  raised  annually, 
but  the  capital  is  now  almost  entirely  Japanese ; 
in  the  ironworks,  Japanese  capital  is  also  pre¬ 
dominant,  but  there  is  some  Chinese  and  British 
capital  also.  In  shipbuilding  and  general  en¬ 
gineering,  British  capital  is  predominant,  but 
Japanese  and  French  companies  are  also  important ; 
Chinese  capital  is  mainly  confined  to  the  smaller 
engineering  works.  Similarly,  the  Chinese  own 
only  the  smaller  enterprises  in  the  electrical, 
chemical  and  other  industries.  In  cotton,  however, 
the  Chinese  hold  a  fairly  strong  position  : — 


Mills. 

Spindles. 

Looms. 

Chinese,  73 

2,112,154 

13,689 

British,  5 

250,516 

2,863 

Japanese,  46 

1,218,544 

5,925 

While  the  most  important  banks  are,  of  course, 
foreign,  there  are  138  Chinese  banks,  and  large 
numbers  of  merchants  who  do  some  banking 
business. 

Thus  the  industrialisation  of  China,  although  it 
touched  only  a  small  part  of  the  immense  territory 
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and  population,  had  created  a  Chinese  capitalist 
class  which  aimed  at  taking  control  of  the  State 
machine  and  getting  rid  of, its  foreign  rivals.  But 
Japanese  and  British  interests  were  too  intimately 
involved  in  China  to  hand  over  political  control 
to  the  Chinese  bourgeoisie,  and  Chinese  capitalism 
has  developed  more  and  more  in  alliance  with 
foreign  owners ;  joint  enterprise  is  evident  in 
every  form  of  large  scale  industry. 

In  the  new  struggle  for  power,  as  it  was  revealed 
in  the  events  of  1925  and  1926,  the  Chinese  capitalist 
class  was  divided  ;  the  bankers  and  large  industrial 
employers  threw  in  their  lot  with  the  foreign 
imperialists  against  the  growing  strength  of  the 
Chinese  workers  and  peasants,  while  the  smaller 
capitalists  and  those  who  were  not  associated  with 
foreign  groups  supported  the  nationalist  movement. 


28 


Chapter  IV 


BRITISH  INTERESTS  IN  CHINA 

In  the  preceding  chapters  we  have  seen  the  steady- 
extension  of  British  influence  in  China,  together 
with  the  growth  of  financial  and  industrial  interests 
and  the  parallel  decline  of  the  purely  trading 
interests.  China  became  less  important  to  Britain 
as  a  market  for  Lancashire  cotton  and  more 
important  as  a  field  for  investment  and  industrial 
exploitation.  We  have  now  to  consider  the  later 
stages  of  this  process,  and  to  review  the  British 
interests  in  China  at  the  present  time,  in  order 
to  understand  the  policy  of  the  British  Government 
in  the  face  of  recent  developments. 

The  table  of  British  trade  with  China,  given 
in  Chapter  I.,  showed  the  following  features  : — 

(1)  Chinese  exports  to  Britain  exceeding  imports 

from  Britain  up  to  about  1885  ;  this  was 
the  period  when  tribute  was  being  drawn 
from  trade. 

(2)  After  1885,  Chinese  imports  from  Britain 

exceeding  exports  to  Britain  ;  this  opened 
the  period  when  the  export  of  capital  from 
Britain  became  the  dominating  feature. 

The  further  development  is  shown  below.  In 
1919,  owing  to  the  small  exports  from  Britain, 
arising  out  of  post-war  conditions,  the  surplus  of 
exports  was  small,  but  in  all  other  years  it  was 
substantial. 
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Exports 
from  U.K. 
to  China. 

(£  M). 

Imports 
from  China 
to  U.K. 

(f  M). 

Surplus  of 
British 
exports. 
G£M). 

1895 

7-4 

41 

3-3 

1900 

8-5 

3-4 

5-1 

1905 

17-1 

2-7 

14-4 

1910 

131 

6-1 

7-0 

1913 

19-5 

5-3 

14-2 

1919 

25-9 

25-3 

•6 

1920 

57-3 

29-3 

28-0 

1921 

33-3 

12-2 

21T 

1922 

29-4 

10-3 

19-1 

1923 

25-5 

13-0 

12-5 

1924 

29-2 

14-6 

14-6 

1925 

19-7 

14-4 

5*3 

What  was  the  significance  of  this  for  trading 
interests,  especially  the  cotton  manufacturers  ? 

In  the  first  stages  of  the  surplus  of  exports 
from  Britain,  the  actual  goods  exported  as  capital 
took  the  form  of  railway  and  other  constructional 
material,  and  the  purely  trading  interests  were  only 
affected  by  the  gradual  impoverishment  of  China 
through  the  payment  of  indemnities  and  interest. 
The  cotton  trade,  therefore,  roughly  held  its  own, 
with  occasional  rises  and  falls,  during  this  stage. 

But  as  the  process  continued,  capital  goods 
were  exported  for  the  purposes  of  manufacture. 
Rather  earlier,  Britain  had  been  exporting  textile 
machinery  to  Japan  and  India  ;  and  from  the 
period  of  the  war,  cotton  made  with  British 
machinery  in  India  and  Japan,  as  well  as  in  China 
itself,  began  definitely  to  drive  out  Lancashire 
cotton.  Exports  of  British  textile  machinery 
increased  from  3,000  tons  in  1913  to  16,000  in 
1921  and  20,000  in  1922.  The  capacity  of  the 
Chinese  cotton  industry  was  trebled,  and  more 
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than  two-thirds  of  the  total  number  of  spindles 
and  looms  were  of  British  make.  In  1921, 
Chinese  mills  produced  about  250  million  lbs.  of 
yam,  and  imported  160  million,  of  which  more 
than  two-thirds  came  from  India  and  Japan,  and 
about  2  per  cent,  from  Great  Britain.  In  1924, 
Chinese  production  was  over  700  million  lbs., 
and  imports  had  fallen  to  67  million,  of  which  less 
than  one  million  came  from  Lancashire.  Cloth  is 
still  largely  imported,  but  the  weaving  industry 
is  growing,  and  Japanese  cloth  is  replacing  British. 
In  1911,  Britain  had  supplied  62  per  cent,  of  China’s 
cloth  imports,  and  Japan  13  per  cent.  In  1923,  the 
figures  were  35  per  cent.  British  and  53  per  cent. 
Japanese. 

The  following  table  shows  Britain  s  cotton 
exports  to  China  : — 


Yam, 

million  lbs. 

Cloth, 

million  yds. 

1895 

11-2 

528-1 

1900 

2-2 

454-2 

1905 

8-4 

799-7 

1910 

•7 

471-3 

1913 

2-1 

716-5 

1920 

2-6 

452-6 

1924 

•9 

292-5 

1925 

•4 

173-3 

In  present  circumstances,  therefore,  British 
cotton  interests  and  the  merchant  firms  which 
depend  on  the  cotton  trade  with  China,  have  sunk 
into  a  relatively  unimportant  economic  position. 
This  does  not  mean  that  they  are  unimportant 
as  a  political  factor.  On  the  contrary,  they 
react  most  vigorously  to  the  depression  they  are 
experiencing,  and  readily  see  the  causes  of  their 
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troubles  in  the  Chinese  anarchy,  the  nationalist 
movement,  and  the  Bolsheviks.  They  are 
dominant  in  the  foreign  settlements  in  China,  and 
local  British  policy  largely  reflects  their  views. 

We  have  already  noted  the  rise  of  the  exports 
of  machinery  to  China,  which  made  possible  the 
growth  of  factory  production.  Although  the  first 
cotton  mill  in  China  (built  in  1890)  was  British- 
owned,  only  a  small  part  of  the  cotton  manu¬ 
facturing  industry  in  China  is  owned  by  British 
firms — -only  5  out  of  the  124  in  operation  in  1924. 
Direct  British  investment  in  Chinese  industry  and 
exploitation  of  Chinese  labour  has  been  mainly 
confined  to  the  railways  and  the  mines,  ship¬ 
building  and  engineering,  and  shipping  ;  though 
the  merchant  firms  employ  large  numbers  of 
Chinese  in  preparing  and  packing  Chinese  produce 
for  export. 

Most  of  the  railways,  though  built  with  capital 
provided  by  foreign  loans,  are  under  the  nominal 
ownership  of  the  Chinese  Government.  Only 
about  ten  per  cent,  of  the  total  length  of  railways 
is  directly  owned  by  foreigners  ;  but  even  the  lines 
nominally  owned  by  the  Chinese  Government  are 
operated  in  order  to  pay  interest  and  sinking  fund 
to  foreigners.  According  to  Sir  J.  Jordan,  late 
President  of  the  China  Association,  British  capital 
in  railways  in  China  amounts  to  about  £20,000,000 
{Times,  July  2,  1925).  But  railway  investment 
took  the  form  of  loans  to  the  Chinese  Government, 
and  the  railway  loans  are  therefore  considered 
later  with  loans  for  other  purposes.  There  are 
two  important  British  mining  companies  in  China 
— the  Pekin  Syndicate  Ltd.  and  the  Chinese 
Engineering  and  Mining  Co. 

The  Pekin  Syndicate  owns  concessions  carrying 
the  sole  right  to  work  coal,  iron  and  petroleum 
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deposits,  together  with  certain  railway  rights,  in 
the  whole  of  the  province  of  Honan  north  of  the 
Yellow  river.  The  Syndicate  also  owns  shares 
in  Chinese  Central  Railways  Ltd.,  the  Chinese 
Mining  Corporation  Ltd.,  the  Tientsin  Wharf  and 
Godown  Co.  Ltd.,  the  Anglo-Chinese  Finance  & 
Trade  Corporation  Ltd.,  and  the  Banque  Indus- 
trielle  de  Chine  (the  French  partner  in  the  Con¬ 
sortium  of  banks  described  in  Chapter  III.). 

The  paid-up  capital  of  the  Syndicate  is  about 
£1£  million.  The  directors  include  Col.  O.  C. 
Armstrong,  chairman  of  the  engineering  firm  of 
Greenwood  &  Batley,  and  president  of  the  Federa¬ 
tion  of  British  Industries  in  1921. 

The  Chinese  Engineering  and  Mining  Co.  has 
a  paid-up  capital  of  £1,400,000,  of  which  £400,000 
was  issued  as  a  40  per  cent,  bonus  out  of  undivided 
profits  in  1921.  Dividends  have  been  paid  as 
follows  : — 


Year. 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1925 


Per  cent. 

15 
20 
30 
22 
13* 

16 
20 
10 


The  company  owns  collieries,  steamers,  wharves 
and  land  in  various  Chinese  ports.  In  association 
with  a  Chinese  mining  company,  the  company 
formed  the  Kailan  Mining  Administration  which 
has  a  monopoly  of  mining  rights  in  the  Kaiping 
area. 

Among  the  directors  is  Lord  Southborough, 
who  is  also  a  director  of  Armstrong  Whitworth, 
Westinghouse  Brake,  Underground  Electric  Rail¬ 
ways,  etc. 
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There  are  British  dockyards  and  engineering 
works  at  Amoy,  Hong-Kong,  Shanghai  and 
Tientsin.  The  three  British-owned  engineering 
and  shipbuilding  companies  at  Shanghai  have  a 
combined  capital  of  million,  and  include 

Shanghai  Electric  Construction  Ltd.,  which  runs 
tramways  in  the  town  and  has  paid  20  per  cent, 
dividends  each  year  since  1919. 

In  most  of  the  important  towns  there  are 
branches  of  big  combines,  such  as  the  British- 
American  Tobacco  Co.  (China)  Ltd.,  the  China 
Soap  and  Candle  Co.,  Ltd.,  controlled  by  Lever 
Bros.,  and  the  International  Export  Co.,  owned 
by  the  Vestey  trust ;  but  it  is  very  difficult  to  get 
any  detailed  information  as  to  the  total  capital 
and  profits  of  British-owned  concerns. 

In  a  report  on  conditions  in  Shanghai  in  1924, 
the  British  consul  gave  a  list  of  38  British  incor¬ 
porated  companies  at  Shanghai,  but  stated  that : 

"  in  the  face  of  the  disinclination  of  companies  to  disclose 
the  requisite  information,  I  regret  that  it  has  proved 
impossible  to  form  an  even  approximately  accurate 
estimate  of  the  capital  invested  locally  in  industrial 
enterprises.”  (Cmd.  2442,  p.  83). 

An  article  in  the  Times  Trade  Supplement 
(Dec.  4,  1926),  estimated  British  capital  in  Shanghai 
at  £63  million.  Most  of  the  British  concerns  are 
private  companies,  not  registered  in  London,  and 
publishing  no  information  about  their  financial 
position.  But  in  addition  to  the  Shanghai  firms 
there  are  a  considerable  number  of  British-owned 
enterprises  in  other  industrial  centres.  Many  of 
these,  like  the  International  Export  Co.,  Jardine 
Matheson  &  Co.,  Ltd.,  and  Mackenzie  &  Co.,  Ltd., 
are  partly  commercial  and  partly  industrial,  em¬ 
ploying  large  numbers  of  Chinese  workers  in  the 
preliminary  processes  of  preparing  and  packing 
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for  export.  At  Hankow  there  are  five  British 
concerns  of  this  type ;  at  Nanking  the  Inter¬ 
national  Export  Co.  has  a  large  factory.  At 
Foochow  there  are  five  British  tea  firms  owning 
tea-packing  establishments. 

Perhaps  the  most  important  separate  group  of 
British  interests  is  in  the  shipping  trade.  Prac¬ 
tically  a  third  of  imports  and  exports  from  China 
is  carried  on  British  ships.  The  leading  interest 
is  the  P.  &  O.,  with  a  capital  of  over  £15,000,000  ; 
Lord  Inchcape  is  Chairman  ;  Sir  Charles  Addis  is  a 
Director.  The  record  of  the  China  Mutual  Steam 
Navigation  Co.,  Ltd.  (connected  through  Richard 
Holt  with  the  shipping  company  of  Alfred  Holt 
&  Co.)  gives  an  idea  of  the  paying  nature  of  this 
business  ;  the  company  paid  106  per  cent,  dividend 
for  each  year  from  1912  to  1916 ;  from  1916  to 
1922  the  dividend  was  56  per  cent,  each  year  ;  and 
even  in  the  bad  years  of  1923  and  1925  it  paid  31 
per  cent.,  with  56  per  cent,  in  1924.  In  addition 
to  the  ocean  trade,  nearly  half  of  the  river  and 
coastal  traffic  is  carried  on  British-owned  ships. 
In  1921  the  total  value  of  the  Chinese  foreign 
and  coastwise  carrying  trade  in  British  ships  was 
estimated  at  over  £200  million  (Sir  J.  Jordan,  Times, 
July  2,  1925). 

Taking  the  British  interests  as  a  whole,  it 
cannot  be  said  that  any  very  considerable  amount 
of  capital  is  directly  invested  in  industrial  enter¬ 
prises  in  China.  One  feature  is  the  number  of 
comparatively  small  concerns  and  their  connection 
with  the  merchant  firms  and  British  colonies  in 
Hong  Kong  and  the  Treaty  Ports.  A  second  and 
more  important  feature  is  the  existence  of  a  few 
larger  enterprises,  closely  connected  with  important 
engineering  companies  in  Britain  ;  these  larger 
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enterprises  are  mainly  centred  in  the  districts  along 
the  Yangtse  and  in  the  northern  provinces. 

It  is  when  we  turn  to  British  financial  interests 
in  China  that  we  come  to  the  real  basis  of  British 
policy.  The  Hong  Kong  and  Shanghai  Banking 
Corporation  was  formed  in  1867  ;  as  the  list  of 
loans  given  on  page  14  indicates,  this  Bank  has 
been  concerned  in  nearly  every  important  British 
loan.  The  chairman  of  its  London  Committee 
is  now  Sir  Charles  Addis,  who  is  a  director  of  the 
Bank  of  England ;  of  the  British  and  Chinese 
Corporation,  to  which  reference  is  made  later ; 
of  the  P.  &  O.  and  of  the  British  India  Steam 
Navigation  Co.  The  issued  capital  of  the  Banking 
Corporation  is  only  20  million  Hong  Kong  dollars, 
about  £2,500,000  ;  for  many  years  it  has  paid 
dividends  of  £ 8  on  each  125  Hong  Kong  dollar 
share,  or  roughly  50  per  cent.  The  Hong  Kong 
Bank  is  the  representative  of  the  British  group 
in  the  banking  consortium  of  1920 ;  the  other 
members  of  the  group  are  Baring  Bros.  &  Co.,  the 
Westminster  Bank,  Schroeder  &  Co.,  the  Chartered 
Bank  of  India,  Rothschild  &  Son,  and  the  British 
Trade  Corporation. 

The  financial  operations— apart  from  the  finan¬ 
cing  of  current  trade — of  the  Hong  Kong  and  other 
British  banks  in  China  can  be  grouped  in  three 
classes.  The  first  is  the  provision  of  credit  to 
Chinese  merchants  for  the  development  of  business 
enterprises  of  all  kinds.  No  details  are  available 
with  regard  to  such  loans,  but  some  idea  can  be 
gained  from  the  accounts  of  the  Hong  Kong  and 
Shanghai  Bank  in  1926,  in  which  the  items  of  bills 
discounted  and  loans  amounted  to  over  £55,000,000 
(not,  of  course,  all  in  China). 

The  second  type  of  financial  operation  is  the 
provision  of  large-scale  loans  for  railway  con- 
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straction  —  an  operation  which  involves  the 
co-ordination  of  financial  interests  with  the  steel 
industry  in  Britain.  The  British  company  which 
has  acted  as  intermediary  in  most  of  the  operations 
of  this  type  is  the  British  and  Chinese  Corporation. 

The  British  and  Chinese  Corporation  was  formed 
in  1898  “  to  carry  on  in  China  or  elsewhere  the 
business  of  contractors  for  public  works.”  Its 
directors  include  Sir  Charles  Addis,  and  Mr.  David 
Landale,  formerly  Managing  Director  in  the  East 
of  Jardine  Matheson  &  Co.,  which  is  one  of  the 
chief  British  importing  and  general  trading  firms 
in  China. 

Particulars  of  railway  contracts  with  British 
groups  since  1913  show  how  far  the  Corporation 
has  been  concerned  in  the  financing  of  recent 
railway  extensions. 

Sinyang-Pukow  Railway. — The  final  agreement  for 
this  railway,  the  concession  for  which  was  granted  to  the 
British  in  1898,  was  signed  by  the  Minister  of  Communica¬ 
tions  and  the  representative  of  the  British  and  Chinese 
Corporation  on  November  14,  1913.  The  railway  will 
be  250  to  300  miles  in  length  ;  the  agreement  provides 
for  a  loan  of  ^3,000,000  at  5  per  cent,  interest  and  5  per 
cent,  commission  redeemable  in  40  years. 

Shasi-Singyi  Railway. — Contract  signed  between  Lord 
French,  as  representative  of  Messrs.  Pauling  and  Co., 
and  the  Minister  of  Communications  on  Dec.  18,  1913. 
The  line  will  be  about  800  miles  in  length  and  will  be 
pledged  as  security  to  the  builders  who  will  construct  it 
on  a  percentage  of  profit  basis. 

Nanking-  Hunan  Railway. — In  March,  1914,  an  agree¬ 
ment  was  signed  between  the  Chinese  Government  and 
the  British  and  Chinese  Corporation,  Ltd.,  for  the  con¬ 
struction  of  a  railway  from  Nanking  to  Hunan,  an  es¬ 
timated  total  length  of  1000  miles.  The  amount  of  the 
loan  was  to  be  ^8,000,000,  redeemable  in  45  years.  The 
engineers  in  chief,  the  chief  accountant  and  traffic  manager 
will  be  British. 

In  1919  a  contract  was  negotiated  between  the  Pekin 
Syndicate  Ltd.  and  the  Ministry  of  Communications  for 
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about  37  miles  to  Menghsien.  The  Pekin  Syndicate 
are  appointed  purchasing  agents  for  the  new  line  and 
upon  all  materials  purchased  abroad  they  will  receive  a 
commission  of  3  per  cent,  on  the  net  cost  thereof. 

On  April  22,  1921,  a  loan  of  §2,000,000  and  £500,000 
was  contracted  with  the  British  and  Chinese  Corporation 
for  the  purpose  of  providing  double  track  between  Tong- 
shan  and  Shanhaikuan.  (China  Year  Book,  1924). 

The  Pekin  Syndicate  is  the  British  company, 
described  above,  which  has  a  large  interest  in 
Chinese  Central  Railways  Ltd.  Pauling  &  Co.  is  a 
private  company  in  London,  described  as  railway 
contractors. 

The  provision  of  loans  for  railway  construction 
merges  into  the  provision  of  loans  to  bolster  up 
the  Chinese  Governments  from  which  railway 
contracts  and  other  business  can  be  obtained. 
This  is  the  third  type  of  financial  operation  carried 
out  by  the  British  banks — loans  to  help  the  Pekin 
Government  to  suppress  the  nationalist  and  re¬ 
volutionary  movement.  On  page  14  we  gave  the 
details  of  foreign  loans  up  to  1911  ;  important 
public  loans  since  that  date  are  given  below  : — 

Loans. 


Date. 

Description. 

Issued  by 

Amount  £. 

1912 

Crisp  Loan. 

Crisp  Group. 

5,000,000 

1913 

Lung-Tsing-u- 

French  and 

4,000,000 

Hai  Railway. 

Belgian  Banks. 

1913 

Reorganisation. 

London,  Ger- 

25,000,000 

many,  France, 

(London, 

Russia,  Bel¬ 
gium. 

7-4  mill.) 

1914 

Pekin  Syndicate 

Lloyds  Bank. 

800,000 

(Honan  Rly.). 

1918 

Marconi, 

British  Bank  of 

600,000 

Foreign  Trade. 

1919 

Vickers. 

Lloyds  Bank. 

1,803,300 
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The  1912  loan  of  £5,000,000  was  given  to 
Yuan-Shi-Kai  in  order  to  strengthen  his  hands 
against  the  left  wing  of  the  1911  revolutionaries; 
it  was  followed  in  1913,  when  Yuan  showed  his 
loyalty  to  Western  capitalism  by  dispersing  the 
nationalist  Parliament  and  provincial  assemblies, 
by  a  further  loan  from  the  international  banking 
Consortium  of  no  less  than  £25,000,000,  of  which 
the  British  banks  provided  £7,400,000.  This 
so-called  “  reorganisation  ”  loan  financed  Yuan’s 
military  suppression  of  the  Sun-Yat-Sen  and  other 
nationalist -revolutionary  movements  in  1913  and 
1914.  These  loans  can  be  put  in  the  same  class 
as  the  British  loan  to  the  Russian  Tsarist  Govern¬ 
ment  in  1906  for  the  purpose  of  suppressing  the 
Russian  revolution.  A  further  example  of  a 
similar  type  is  the  Lloyds  Bank  loan  of  £1,800,000 
to  the  Pekin  Government  in  1919,  regarding 
which  the  Economist  said  : 

“  The  proceeds  of  the  loan  apparently  go  to  Messrs. 
Vickers  for  supplying  commercial  aeroplanes  and  building 
aerodromes  to  the  order  of  the  Chinese  Government.” 
(Oct.  18,  1919). 

The  total  indebtedness  of  the  Chinese  Govern¬ 
ment  to  foreign  capitalists — including  railway,  tele¬ 
graph,  and  general  loans  —  is  approximately 
£140,000,000.  Of  this  total,  the  British  share  is 
about  £40,000,000.  Neither  of  these  figures 
includes  the  Boxer  indemnity,  of  which  about 
£40,000,000  is  still  outstanding,  £7,000,000  being 
due  to  the  British  Government. 

The  Boxer  indemnity  is  not,  of  course,  an  asset 
for  the  banks — it  is  due  to  the  British  Government. 
This  does  not  mean  that  the  banks  have  no  use 
for  it.  On  the  contrary,  the  banks  can  see  a 
far  better  use  for  it  than  that  it  should  simply 
go  into  British  public  funds.  Therefore  on  June 
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30,  1925,  an  Act  was  passed  (the  China  Indemnity 
Application  Act)  by  which  the  moneys  payable  on 
account  of  the  Boxer  Indemnity  should  be  applied 
to 

“  such  educational  and  other  purposes  as,  in  the  opinion 
of  the  Secretary  of  State  for  Foreign  Affairs,  after  con¬ 
sultation  with  an  Advisory  Committee,  were  beneficial 
to  the  mutual  interests  of  His  Majesty  and  the  Republic 
of  China.” 

Soviet  Russia  had  previously  renounced  all 
claim  to  the  Russian  share  of  the  indemnity,  and 
for  many  years  the  United  States  had  used  its 
share  to  educate  Chinese  students  in  “  100  per  cent. 
Americanism.”  Therefore  Britain  had  to  mention 
education ;  but  it  was  a  pity  to  waste  money 
on  that.  So  the  Secretary  of  State,  Mr.  Cham¬ 
berlain,  appointed  an  Advisory  Committee — which, 
of  course,  included  Sir  Charles  Addis  of  the  Bank 
of  England,  Hong  Kong  Bank,  etc.  This  Ad¬ 
visory  Committee  sent  a  delegation  to  China,  which 
reported  in  December,  1926  (Cmd.  2766).  Some 
of  the  notable  features  of  this  report  are  the 
proposals  to  invest  part  of  the  funds  in  railway 
construction.  The  delegation 

“  were  surprised  to  find  that  there  was  a  very  strong 
public  feeling  in  favour  of  the  view  that  China  needed 
railways  at  least  as  much  as  education.” 

The  railway  advocates  at  Hankow,  we  are  told, 
had  the  fullest  sympathy  and  support  of  Wu  Pei  Fu. 
A  Chinese  member  of  the  delegation  writes  a 
memorandum  pointing  out  that  to  use  the  funds 
for  railways  would  benefit  China  and  British  in¬ 
dustry  as  well.  Sun-Chuan-Fang,  the  pro-foreign 
war-lord  of  the  Shanghai  region,  is  deeply  in¬ 
terested  in  the  proposal.  So  the  stage  is  set  for 
the  delegation’s  recommendation  for  railways — 
which  will  bring  grist  to  the  British  mill. 
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This  is  an  excellent  example  of  the  close  working 
of  the  Government,  the  Banks,  and  British  heavy 
industry.  But  it  is  only  an  example  of  what  has 
taken  place  in  less  discreet  forms  in  connection 
with  other  loans  and  contracts.  The  British 
financial  interests,  acting  in  connection  with  the 
heavy  industry  concerns  in  Britain,  need  a  subject 
China,  not  only  because  a  revolutionary  China 
would  cancel  the  old  debts,  but  because  it  would 
put  a  stop  to  the  continuous  further  extension  of 
loans  and  contracts  on  which  British  capitalism 
depends.  China,  of  course,  is  not  the  only  field, 
but  it  is  a  large  field  which,  under  a  government 
“  loyal  ”  to  British  capitalism,  could  offer  wide 
prospects  of  further  investment. 
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Chapter  V 


WORKERS  AND  PEASANTS 

The  preceding  chapters  have  shown  how  foreign 
interests  established  themselves  in  China  ;  first, 
by  forcible  extensions  of  trade  ;  next,  through 
concessions  and  financial  control ;  and  finally, 
through  the  direct  exploitation  of  Chinese  workers 
in  foreign-owned  as  well  as  Chinese  factories.  In 
this  last  stage,  the  workers  of  China  were  thrown 
into  the  ultimate  conflict  with  the  employing  class, 
and  both  workers  and  peasants  were  united  in  their 
struggle  against  exploitation.  The  nationalist 
movement  of  1911  and  the  following  years,  which 
was  described  in  Chapter  III.,  gave  place  to  the 
revolutionary  movement  of  1925. 

Before  the  developments  of  1925  and  1926 
can  be  described,  some  account  must  be  given  of 
the  actual  conditions  of  Chinese  workers,  and  of 
the  organisations  which  had  grown  up  in  the  struggle 
against  both  foreign  and  Chinese  employers. 

Up  to  the  General  Strike  of  1925,  conditions 
in  Chinese  industry  were  so  appalling  that  even 
the  early  days  of  the  British  factory  system  can 
hardly  offer  a  comparison ;  and  although  the 
Canton  Government,  as  the  next  chapter  shows, 
has  already  made  immense  changes  in  the  districts 
under  its  authority,  it  must  be  remembered  that 
where  foreign  capitalists  are  in  control  these  con¬ 
ditions  are  still  to  be  found. 

In  1925  there  were  no  factory  acts  in  force  in 
China.  Provisional  factory  regulations  had  been 
issued  by  the  Pekin  Government  in  1923,  but  as 
no  machinery  for  enforcing  them  was  in  existence, 
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the  regulations  were  a  dead  letter  from  the  be¬ 
ginning.  There  were  no  safety  provisions,  no 
compensation  laws,  no  unemployment  benefits  and 
no  system  of  public  education. 

The  actual  conditions  of  employment  were 
described  in  two  reports  published  in  1924.  These 
reports  were  not  issued  by  Chinese  workers,  nor 
even  by  bourgeois  nationalists.  One  is  the  Report 
of  the  Child  Labour  Commission  appointed  by  the 
Municipal  Council  of  the  Shanghai  International 
Settlement,  a  body  which  is  mainly  British  and 
is  entirely  elected  by  foreign  residents,  the  Chinese 
having  no  representation.  The  other  is  a  series 
of  reports  by  British  consuls  on  Labour  Conditions 
in  China,  collected  by  the  British  Foreign  Office  in 
1924.  (Cmd.  2,442). 

The  Child  Labour  Commission  had  nine  mem¬ 
bers,  four  of  whom  were  employers,  including  the 
chairman  of  the  Cotton  Millowners’  Association  of 
China.  There  was,  of  course,  no  working-class 
member.  The  following  are  extracts  from  its 
report : — 

“  Cotton  Mills. — In  normal  times  night  work  is  the  rule. 
There  are  two  twelve-hour  shifts.  In  some  mills  there  is 
a  cessation  from  work  for  one  shift  at  week-ends,  but  in 
such  cases  the  last  shift  is  longer  than  twelve  hours.  In 
one  case  the  length  of  the  shift  was  given  as  13£  hours  and 
in  another  15  hours.  On  occasions  when  there  is  no  night 
shift  the  length  of  the  day’s  work  is  frequently  13  hours 
or  even  more.  In  some  mills  there  is  a  regular  one-hour 
interval  for  meals,  whilst  in  others  the  employees  take  their 
meals  as  best  they  can.  The  children  are  mostly  employed 
in  the  spinning  department,  and  in  the  great  majority  of 
cases  have  to  stand  the  whole  time  they  are  at  work.  It 
is  difficult  to  state  definitely  the  lowest  age  at  which  the 
children  commence  work.  The  Commission,  however, 
saw  many  children  at  work  who  could  not  have  been  more 
than  six  or  seven  years  of  age.” 

“  Silk  Filatures. — The  regular  hours  of  work  are  twelve, 
usually  being  from  6  a.m.  to  6  p.m.” 
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"  Many  of  the  children  employed  are  very  young,  being 
certainly  not  more  than  six  years  of  age." 

“  The  children  earn  from  20  to  25  silver  cents,  a  day 
(about  6d).”  < 

“  Match  Factories. — Young  children,  certainly  not  more 
than  5  years  of  age,  were  to  be  seen  working  with  almost 
incredible  rapidity.  Many  babies  and  infants,  who  could 
hardly  stand,  slept  or  played  on  the  floor  whilst  their 
mothers  worked.  White  phosphorus  is  used  in  some  of 
these  factories,  and  cases  of  phosphorus  poisoning  have 
been  observed.” 

Figures  given  in  this  report  show  that  the  pro¬ 
portion  of  children  (under  12)  to  the  total  number 
of  workers  employed  was  17  per  cent,  in  British- 
owned  factories,  56  per  cent,  in  Japanese  and  13 
per  cent,  in  Chinese  factories.  Worlang  conditions 
in  textile  factories  are  also  described  in  the  consuls’ 
reports.  The  Consul  at  Chefoo,  a  manufacturing 
and  commercial  centre  near  the  British  Settlement 
of  Wei-hai-wei,  enclosed  in  his  report  a  statement 
by  an  American  on  labour  conditions  in  Chefoo, 
which  contains  the  following  details  : — 

The  sanitary  conditions  in  silk  factories  are  extremely 
bad.  All  workers  must  live  in  the  factories.  Those 
completing  their  work  before  night  are  free  to  go  where 
they  please,  but  they  must  return  by  dark.  This  means 
that  only  a  few  men  get  out  of  the  factories  except  on 
special  occasions.  When  they  finish  their  work  at  night, 
they  pull  out  their  roll  of  bedding  and  sleep  on  the  floor, 
on  stray  boards  laid  across  benches,  or  on  the  ground  in 
the  courtyard.  They  rise  at  the  break  of  day,  roll  up  their 
blankets  and  stack  them  in  some  corner  until  night.  Thus 
they  work,  eat,  and  sleep  in  the  same  quarters. 

But  even  with  these  desperately  long  hours 
of  work  it  was  impossible  to  earn  enough  to  support 
a  family. 

It  was  definitely  stated  by  the  Child  Labour 
Commission  that  the  average  monthly  earnings 
of  a  workman  of  the  coolie  class  were  not  more 
than  15  Chinese  dollars,  and  might  be  as  low  as 
eight  dollars,  while 
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pFU  “  The  average  cost  of  living  for  a  man  and  his  wife 
of  the  very  poorest  class  was  generally  given  as  16  dollars 
a  month.” 

The  Chinese  dollar  in  1924  was  nominally  worth 
about  2/6.  The  conclusion  is  clear  ;  the  Chinese 
are  forced  to  send  their  children  to  work  because 
they  cannot  earn  enough  to  keep  them.  British 
and  Japanese  capitalists  use  child  labour  to  keep 
down  the  general  standard  of  wages. 

The  report  of  the  British  Consul  at  Tientsin, 
published  in  the  volume  referred  to  above,  states 
that : — 

“  Here,  as  elsewhere  in  China,  the  scale  of  wages  earned 
by  the  head  of  a  family  is  insufficient  to  support  the 
family,  and  any  efforts  that  might  be  made  by  employers 
to  regulate  the  labour  of  women  and  children  are  frustrated 
by  the  economic  necessity  on  the  part  of  the  labourers  to 
permit  all  the  members  of  his  family  to  contribute  as  much 
as  possible  to  their  own  support  ”  (p.  96). 

The  report  from  Nanking  states  that  wages 
paid  by  the  International  Export  Co.,  a  British 
concern  owned  by  the  Union  Cold  Storage,  Ltd., 
amount  to  between  six  and  eight  dollars  a  month, 
about  4/-  to  5/-  a  week. 

Since  1924  the  cost  of  living  has  increased 
steadily.  According  to  the  Canton  Gazette  of 
August  5,  1926,  average  wages  of  Shanghai  workers 
are  less  than  ten  Chinese  dollars  a  month,  while 
the  cost  of  living  for  a  married  couple  with  one 
child  is  23-80  dollars. 

In  these  conditions  the  forms  of  guild  organisa¬ 
tion  which  had  grown  up  in  the  small  workshops, 
where  master  and  men  worked  together,  became 
totally  inadequate  ;  and  Chinese  workers  were 
faced  with  the  need  for  mass  organisations. 

With  amazing  energy  and  courage,  in  face  of 
repression  which  western  workers  can  hardly 
imagine,  and  under  conditions  of  employment  which 
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would  exhaust  the  whole  vitality  of  most  Euro- 
peans,  the  trade  union  movement  of  China  has 
been  established  and  built  Tip  within  a  period  of 
five  or  six  years. 

Figures  for  1923-4  showed  that  there  were  about 
two  million  workers  in  the  main  industries  and 
about  three  million  in  other  small-scale  production. 
In  the  most  important  industries  the  numbers  were 
as  follows  : — 


Railways, 

Textile, 

Mining, 

Metal, 

Transport, 


100,000. 

160,000. 

420,000. 

200,000. 

560,000. 


Modern  industrial  development  is  still  almost 
entirely  limited  to  the  Treaty  Ports  (towns  in  which 
foreigners  have  special  rights  of  property  and 
control)  although,  as  the  China  Year  Book  points 
out — 


“  Factories,  mines,  railroads  and  other  industrial  en¬ 
terprises  are  constantly  moving  into  the  interior  where 
labour  is  cheaper,  transportation  less  expensive,  danger 
from  strikes,  political  agitators  and  other  impediments  to 
industry  less  usual.” 

The  material  therefore  from  which  the  organised 
working-class  movement  has  grown  is  about  five 
million  workers,  many  of  whom  are  employed  in 
small  manufacture  and  many  others  as  rickshaw 
coolies  and  porters  ;  occupations  of  a  type  which 
is  extremely  difficult  to  organise  even  in  countries 
where  trade  unionism  is  of  long  standing ;  while 
the  five  million  includes  a  very  large  proportion 
of  women  and  children.  And  the  conditions 
under  which  the  movement  came  into  existence 
were  conditions  of  foreign  rule  and  constant  sup¬ 
pression  by  military  force. 

Although  trade  associations  of  the  guild  type 
had  existed  in  China  for  a  long  time,  trade  unions 
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based  on  the  interests  of  the  working  class  were 
practically  unknown  ten  years  ago.  After  the 
Russian  Revolution,  and  under  the  leadership  of 
Sun  Yat  Sen,  working-class  organisation  advanced 
with  tremendous  strides. 

From  the  first.  Canton  was  the  most  active 
centre  of  trade  unionism,  although  the  earliest 
industrial  strike  on  a  larger  scale  took  place  at 
the  steelworks  of  the  Hanyehping  Co.,  near  Hankow 
in  the  summer  of  1919.  Hie  workers  won  then- 
demand  for  increased  wages.  In  the  same  year, 
twenty-six  trade  unions  were  set  up  in  Canton 
and  the  movement  spread  to  Hong  Kong.  In 
1922  the  first  Federation  of  Trade  Unions  was 
formed  at  Canton,  and  a  number  of  successful 
strikes  were  carried  through  in  various  industrial 
districts.  Of  these,  the  most  important  was  the 
Hong  Kong  seamen’s  strike.  The  struggle  lasted 
for  six  weeks,  and  Hong  Kong  being  a  British 
possession  and  the  main  centre  of  British  trading 
interests  in  China,  drastic  means  were  taken  to 
break  the  strike,  which  held  up  the  trade  of  the  port. 

According  to  the  Hong  Kong  Colonial  Report 
for  1922— 

“  From  January  13  to  March  8  there  was  a  strike  of 
seamen  which,  as  it  developed,  involved  the  majority  of 
trades  and  seriously  affected  the  business  of  the  Colony.’’ 

The  strikers,  numbering  about  60,000,  were 
forbidden  to  leave  British  territory  ;  when  a  large 
number  of  them  attempted  to  leave  they  were 
fired  on  by  a  British  armed  guard.  But  the 
strikers  remained  solid  and  in  the  end  won  wage 
increases  of  15  to  30  per  cent,  and  the  restoration 
of  the  Charter  of  the  Seamen’s  Union  of  Hong 
Kong  which  had  been  withdrawn  by  the  Govern¬ 
ment  during  the  strike. 
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With  this  strike  the  seamen’s  organisation  left 
behind  for  ever  the  old  guild  basis  and  developed 
into  a  fighting  class  organisation.  It  remains  the 
strongest  and  most  militant  section  of  Chinese 
workers. 

From  1922  also  the  trade  union  organisation 
of  railway  workers  went  ahead.  A  conference  of 
railwaymen  at  Pekin  set  up  a  committee  which 
was  to  call  a  conference  for  the  inauguration  of  a 
railwaymen’s  union  for  the  whole  of  China.  Again 
foreign  capitalists,  using  the  militarist  Wu  Pei  Fu 
as  their  instrument,  tried  to  crush  the  movement. 
Strikers  on  the  Pekin-Hankow  railway  were  shot 
down  and  the  leaders  were  arrested  and  executed. 
During  1923,  organising  work  was  carried  on 
secretly ;  but  in  February,  1924,  a  conference  of 
40  delegates,  representing  workers  on  eleven  rail¬ 
ways,  was  held,  and  the  National  Union  of  Railway- 
men  was  formed. 

The  whole  movement  was  enormously  stimu¬ 
lated  by  the  re-establishment  of  the  Canton  Govern¬ 
ment.  In  June,  1924,  an  international  conference 
of  transport  workers  of  the  Pacific  took  place  at 
Canton  ;  and  in  May,  1925,  the  second  Chinese 
National  Labour  Congress  was  held  there,  attended 
by  285  delegates  representing  450,000  workers, 
including  representatives  of  the  newly-organised 
textile  workers. 

As  yet  only  the  fringe  of  China  has  been  in¬ 
dustrialised.  The  population  directly  dependent 
on  agriculture  is  estimated  at  over  300  millions. 
Of  the  immense  territory  of  4J  million  square 
miles  (double  the  size  of  Europe)  only  15  per  cent, 
is  under  cultivation  ;  but  large  areas  are  covered 
with  forests  and  other  areas  are  inaccessible,  with 
the  result  that  the  accessible  areas  round  the  rivers 
axe  densely  populated,  and  there  is  the  most  intense. 
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overcrowding  of  land,  especially  in  the  central  and 
southern  provinces. 

The  system  of  tenure  varies  greatly  in  different 
provinces,  but  the  agricultural  population  can  be 
classified  into  separate  groups  : — 

(1)  Landlords  who,  as  a  rule,  work  some  land  and  let 

other  portions  to  tenants. 

(2)  Peasants,  whose  holdings  may  vary  from  10  acres 

down  to  half-an-acre. 

(3)  Tenants,  renting  land  ;  the  rent  is  generally  a  fixed 

proportion  (up  to  half)  of  the  crops. 

(4)  Hired  workers,  who  in  many  cases  are  peasants  or 

tenants  with  holdings  insufficient  to  maintain 
them,  and  are  thus  forced  to  work  part  of  their 
time  for  hire. 

Except  in  Manchuria,  the  landlords  are  not  a 
very  distinct  class  ;  as  a  rule  their  total  holdings 
are  not  large,  and  part  of  their  income  is  derived 
from  their  own  agricultural  work.  The  peasants 
form  roughly  half  of  the  total  agricultural  popu¬ 
lation  ;  while  the  tenants  and  hired  workers  are  an 
interchangeable  class  and  have  very  much  the 
same  interests. 

The  economic  position  of  the  peasants,  tenants 
and  hired  workers  is  appalling.  The  small  size 
of  most  of  the  peasant  holdings  would  make  it 
difficult  enough  to  maintain  a  family ;  but  when 
out  of  the  scanty  proceeds  a  substantial  proportion 
goes  in  land  tax  and  innumerable  other  taxes  and 
military  levies,  the  balance  is  hopelessly  insufficient. 
The  tenants  pay  enormous  rents  in  produce,  and 
in  addition  to  the  landlord’s  charges  frequently 
have  to  pay  special  military  levies  and  other  im¬ 
posts  ;  while  their  general  poverty  is  such  that 
both  peasants  and  tenants  frequently  have  to 
borrow  from  merchants  and  usurers  to  pay  initial 
charges  or  to  carry  on  until  the  harvest.  The 
hired  workers,  as  a  rule,  work  for  their  keep  ;  when 
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no  work  is  forthcoming,  they  roam  about  the 
country  as  brigands  or  drift  to  shipping  and  town 
employment. 

Thus  throughout  the  villages  the  feeling  of 
oppression  is  ever  present.  Their  hard  life  has 
made  the  agricultural  population  extraordinarily 
persistent  and  hard  working  ;  their  tiny  holdings 
are  cultivated  like  gardens  in  order  to  get  the 
maximum  return  ;  but  nevertheless  the  tendency 
to  revolt  has  been  present  for  centuries,  and  their 
history  for  the  last  80  years  is  one  of  continuous 
revolt.  In  the  past  the  revolts  have  been  blind, 
and  easily  turned  by  interested  parties  into  anti- 
foreign  (the  Boxer  revolt)  or  anti-dynastic  (1911) 
movements ;  but  their  constant  objects  are  more 
land,  and  freedom  from  oppressive  and  arbitrary 
taxation.  In  any  province,  they  will  rise  against 
some  new  military  oppression  ;  and  they  will  side 
with  any  revolutionary  movement  which  promises 
them  relief.  They  are,  in  fact,  a  revolutionary 
element  of  the  greatest  importance ;  the  rich 
peasant  class  of  Russia  is  almost  absent  from 
China,  and  the  overwhelming  majority  of  the 
agricultural  population  of  China  would  be  closer 
to  the  “  poor  ”  peasantry  in  Russia.  With  the 
opportunity  given  by  recent  events,  they  are 
organising  rapidly  ;  at  the  end  of  1925  the  Peasants’ 
Union  of  Canton  had  700,000  paying  members. 

The  growing  strength  of  the  organised  workers 
was  more  and  more  clearly  reflected  in  the  policy 
and  structure  of  the  political  organisation,  the 
Kuomintang. 

When  the  Kuomintang  was  formed  under  the 
leadership  of  Sun  Yat  Sen  in  1912,  its  chief  strength, 
as  was  shown  in  chapter  III.,  was  drawn  from  the 
students  and  middle-class  nationalists.  Its  pro¬ 
gramme  was  State  socialism  and  the  removal  of 
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foreign  control.  But  as  the  increasing  exploitation 
of  Chinese  workers  brought  into  being  the  mass 
organisations  of  the  workers  themselves,  a  division 
of  interests  became  evident  within  the  political 
organisation. 

At  the  national  conference  of  the  Kuomintang, 
held  in  February,  1924,  a  sharp  divergence  appeared 
between  the  right  wing,  representing  native  mer¬ 
chants  and  capitalists,  and  the  left  wing,  based 
on  the  trade  unions  and  led  by  Sun  Yat  Sen.  The 
right  wing  stood  for  a  nationalist  party,  which 
should  include  all  classes ;  the  left  wing  for  a 
revolutionary  party,  definitely  based  on  the  mass 
organisations  of  the  workers  and  peasants,  with  a 
programme  which  clearly  aimed  at  destroying  the 
capitalist  system  and  not  merely  at  ousting  the 
foreigner. 

The  left  was  victorious,  and  the  Kuomintang 
was  recognised  as  the  militant  party  of  the  workers 
and  peasants.  "A  Workers’  and  Peasants’  Govern¬ 
ment  ”  became  its  slogan. 

From  this  time  on  the  work  of  organising  the 
masses  of  the  Chinese  people  was  carried  on  with 
astonishing  energy,  not  only  among  the  industrial 
wage-earners,  but  among  the  peasantry,  while  the 
eourse  of  events  opened  up  the  struggle  for  power. 
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THE  STRUGGLE  FOR  POWER 

From  the  time  of  the  victory  of  the  counter¬ 
revolution  in  1913,  Canton  had  been  the  centre, 
and  Sun  Yat  Sen  the  leader,  of  the  Nationalist 
movement.  From  1916  onwards.  Sun  Yat  Sen 
was  in  control  at  Canton,  with  brief  intervals 
when  some  mercenary  General  drove  him  and  the 
leaders  of  the  Kuomintang  into  a  temporary  exile. 
The  British  authorities  were  closely  involved  in  the 
repeated  efforts  to  break  his  power.  In  1920,  a 
puppet  General  was  put  in  power  to  sign  the 
Kwangtung  concession,  giving  Major  Louis  Cassel 
the  monopoly  of  exploiting  all  minerals  in  the 
province  of  Kwangtung  ;  but  a  few  weeks  later 
Sun  was  in  power  again,  and  repudiated  the 
agreement.  Trade  Unions  were  given  a  legal 
status,  and  began  to  function  effectively.  In 
January,  1922,  the  seamen’s  union  at  Hong  Kong 
and  Canton  struck  for  higher  wages,  and  with  this 
strike  began  the  division  between  the  left-wing 
of  the  Kuomintang,  based  on  a  revolutionary 
programme,  and  the  right-wing,  composed  of 
Chinese  capitalist  elements,  who  were  nationalist 
because  of  their  competition  with  foreign  capi¬ 
talists.  The  strike  was  easily  won  by  the  workers, 
but  a  few  weeks  later  some  of  the  right-wing 
elements,  backed  by  the  British  from  Hong  Kong, 
bought  over  Sun  Yat  Sen’s  chief  of  staff,  and  Sun 
himself  was  again  in  exile.  By  February,  1923, 
he  was  again  in  power  in  Canton,  and  from  that 
time  until  his  death,  in  March,  1925,  he  was  able 
to  defeat  every  effort  to  drive  him  out. 

52 


THE  STRUGGLE  FOR  POWER 

Reforms  were  steadily  pursued  ;  active  con¬ 
structional  work  was  undertaken;  the  ideas  and 
prestige  of  Canton  began  to  spread  northwards. 
By  the  end  of  1923  the  province  of  Hunan  was 
practically  in  the  hands  of  Canton,  and  even 
Szechwan  was  declaring  for  Canton.  Wu  Pei  Fu 
succeeded  in  recovering  control  of  Szechwan,  and 
after  this  victory,  according  to  the  North  China 
Star  of  Dec.  27,  1923,  a  foreign  bank  offered  Wu 
a  loan  of  about  £2  million  at  15  per  cent,  to  carry 
on  the  fight  against  the  Kuomintang. 

But  Wu  found  no  leisure  to  fight  Canton.  He 
had  to  preserve  the  Yangtse  valley  for  the  British 
against  the  revolutionary  ideas  of  Canton  from  the 
south  and  the  Japanese-supported  military  attacks 
of  Changtsolin  from  the  north ;  and  he  had  also 
to  maintain  the  so-called  “  Chinese  Government  ” 
of  Pekin.  After  a  long  and  confused  struggle 
Wu  was  driven  back  from  Pekin  and  Shantung, 
and  General  Feng-Yu-Hsieng,  who  afterwards 
joined  the  nationalist  movement,  remained  for  a 
time  in  control  of  Pekin.  In  the  meanwhile 
Canton  had  had  the  respite  it  needed,  and  when  Wu 
turned  south  again  it  was  too  late.  Not  only 
was  Canton  secure,  but  throughout  all  the  indus¬ 
trial  centres  of  China  working-class  organisation 
was  actively  developing  in  close  touch  with  the 
Kuomintang. 

Within  the  Kuomintang  the  Chinese  Communist 
Party  was  pressing  forward  the  organisation  of 
trade  unions  and  peasant  unions,  in  order  that  the 
movement  should  not  be  sidetracked  by  the 
bourgeois  nationalists  ;  and  in  response  to  a  request 
from  Sun  Yat  Sen,  officers  of  the  Soviet  Union 
Red  Army  were  training  the  Cantonese  troops. 
Thus  the  Soviet  Government  came  to  the  aid  of 
the  Chinese  revolutionary  movement,  as  on  many 
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previous  occasions  British  army  officers  had  been 
sent  to  help  the  Manchus  andjnilitarists  to  sup¬ 
press  the  revolutionaries.  , 

Another  attempt  to  overthrow  the  Canton 
Government  was  made  in  1924  by  Chinese  mer¬ 
chants,  who  “  received  from  Hong  Kong  such 
support  as  our  officials  dared  to  give  ”  (Bertrand 
Russell,  in  New  Leader,  Sept.  19,  1924).  A 
Fascist  corps  was  organised,  from  May  onwards, 
under  Chen  Lim  Pak,  a  Canton  agent  of  the  Hong 
Kong  and  Shanghai  Bank  {Times,  Aug.  21,  1924). 
A  shipload  of  arms  for  the  Fascists  was  seized  by 
the  Canton  Government ;  a  crisis  developed,  and 
Sun  Yat  Sen  decided  to  suppress  the  Fascists. 
On  Aug.  29,  the  British  Consul  General  at  Canton 
informed  Sun  Yat  Sen  that  the  Senior  British 
Naval  officer  at  Canton  had  received  orders  from 
Hong  Kong  to  take  immediate  action  with  all 
the  naval  forces  at  his  disposal  if  the  Canton 
Government  fired  upon  the  city  {Herald,  Sept.  2, 
1924) — i.e.,  the  section  of  the  city  under  Fascist 
control.  Sun  Yat  Sen  sent  the  British  Labour 
Government  on  Sept.  1  a  protest  against  this 
ultimatum,  which  he  regarded  as  official  British 
protection  of  the  Fascists  ;  on  Sept.  10  he  informed 
the  League  of  Nations  that  MacDonald  had  not 
replied  {Times,  Sept.  26,  1924). 

A  further  attack  on  Canton  by  troops  from 
Yunnan  was  defeated  at  the  end  of  1924  ;  and 
when  Sun  Yat  Sen  died  in? March,  1925,  the  Canton 
Government  was  firmly  established. 

Meanwhile  the  growing  organisation  of  the 
workers  in  all  the  chief  industrial  centres  was 
bringing  them  into  more  and  more  acute  conflicts 
with  the  employing  class,  both  foreign  and  Chinese. 
In  the  nine  months  from  June,  1924,  there  were 
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fifty-six  strikes  affecting  90,000  workers  in  Shanghai 
alone ;  and  early  in  1925  the  newly-organised 
workers  were  forced  into  the  centre  of  the  struggle 
by  open  attacks  from  Japanese  employers. 

Trade  unionists  were  dismissed  from  the 
factories  of  a  Japanese  company  owning  mills  in 
Shanghai  and  Tsingtao  (in  Shantung),  and  un¬ 
organised  women  and  children  were  taken  on. 
Between  February  and  May,  a  number  of  protest 
strikes  took  place  in  both  towns,  culminating  in  a 
lockout  on  May  14  at  one  of  the  Shanghai  mills. 
Workers  demanding  wages  already  earned  were 
driven  from  the  mill  gates  by  armed  guards,  and 
one  man  was  shot  and  then  beaten  to  death  as 
he  lay  in  the  street.  In  the  protest  demonstrations 
which  followed,  numbers  of  Chinese  workers  and 
students  were  arrested,  and  on  May  30  a  large 
demonstration  marched  towards  the  International 
Settlement  in  Shanghai.  By  order  of  a  British 
police  officer,  Sikh  police  fired  on  the  crowd,  which 
of  course  was  unarmed.  Numbers  were  killed 
and  wounded,  but  the  demonstrations  were  con¬ 
tinued  for  several  days,  in  spite  of  wholesale  arrests 
and  repeated  shooting  by  the  British  controlled 
police.  In  the  manifesto  issued  by  the  Chinese 
Seamen’s  Union,  the  casualties  to  the  Chinese  were 
given  as  41  killed  and  120  wounded.  The  Con¬ 
sular  Inquiry,  which  definitely  charged  the  British 
police  officer  with  responsibility  for  the  massacre, 
was  suppressed  by  the  British  Government. 

The  massacres  at  Shanghai  were  the  signal  for 
a  general  strike  and  a  boycott  of  British  trade 
was  declared.  Canton  and  Hong  Kong  quickly 
became  involved  in  the  strike.  On  June  23,  a 
demonstration  was  marching  through  one  of  the 
Chinese  streets  of  Canton,  opposite  to  the  island 
of  Shameen,  which  is  the  foreign  settlement. 
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British  Lewis  gun  detachments  had  been  brought 
up  to  protect  the  foreign  quarter.  As  the  crowd 
approached  the  British  opened  fire,  and  French 
troops,  which  were  stationed  at  some  distance  from 
the  British,  hearing  the  sound  of  firing,  joined  in 
with  machine  guns.  The  British  official  report 
(Cmd.  2636)  gives  the  Chinese  casualties  as  37 
killed  and  80  wounded. 

As  the  strike  spread  to  Hankow  and  other 
centres  further  north,  British  troops  and  police 
were  used  to  shoot  down  the  workers,  while  in 
Shanghai  British  and  American  volunteers  from 
the  staffs  of  the  big  firms  wTere  recruited  to  help 
the  police  and  troops  in  organising  a  campaign 
of  terrorism  which  rivalled  the  Boxer  reprisals. 
The  British  Governor-General  of  Hong  Kong  an¬ 
nounced  that  arrangements  had  been  made  to  deal 
with  pickets,  who  would  in  future  be  flogged. 

In  spite  of  the  terrorist  methods  that  were 
used  to  break  the  workers’  organisations,  the 
general  strike  ended  in  October,  1925,  with  a 
definite  victory  for  the  textile  workers,  who  secured 
recognition  of  the  right  to  organise,  and  a  promise 
of  increased  wages. 

But  although  the  industrial  strike  was  settled, 
an  organised  boycott  of  all  trade  with  the  British 
at  Hong  Kong  was  maintained  for  over  a  year  by 
the  Canton  Government,  as  a  means  of  weakening 
the  position  of  British  capitalists  in  China.  A 
highly  efficient  system  of  picketting  was  set  up 
and  no  British  goods  were  allowed  to  enter  Canton, 
or  to  leave  Canton  on  British-owned  ships. 

It  was  only  on  October  11,  1926,  that  the 
Canton  Government  allowed  the  resumption  of 
trade  with  Hong  Kong,  and  at  the  same  time  en¬ 
forced  a  2\  per  cent,  increase  in  import  duties. 
This  increase  had  been  approved  in  principle  by 
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the  Washington  Treaty  of  1922,  as  a  means  of 
strengthening  the  Pekin  Government ;  a  tariff 
conference  was  to  be  called  within  four  months  to 
work  out  the  details.  Actually,  the  Conference 
was  only  called  together  in  October,  1925,  and  it 
dispersed  without  sanctioning  the  application  of 
the  increased  duties  ;  but  the  Canton  Government 
was  strong  enough  to  take  upon  itself  the  privileges 
which  had  been  intended  for  Pekin. 

During  the  months  that  followed  the  general 
strike,  the  Cantonese  were  steadily  consolidating 
their  forces  and  getting  ready  for  the  advance  of 
the  nationalist  movement  into  the  industrial 
centres  of  the  Yangtse  area. 

The  peasants  of  the  great  agricultural  districts 
of  the  south  and  west  were  already  being  won  over 
to  support  of  the  Kuomintang  programme  of 
reduced  land  taxes  and  redistributions  of  holdings  ; 
and  as  the  Cantonese  armies  began  to  move  north 
they  met  with  continually  increasing  support  from 
the  peasant  population.  The  forced  levies  im¬ 
posed  by  the  northern  generals  and  the  constant 
raids  on  the  stocks  of  the  small  peasants  by  their 
troops  had  led  to  the  formation  of  peasant  defence 
corps  throughout  the  southern  and  central  pro¬ 
vinces  ;  and  the  advance  of  the  Cantonese  found 
ready  support  from  behind  the  lines  of  the  opposing 
armies.  The  troops  of  Wu  Pei  Fu  and  of  his 
subordinate  generals  melted  away  before  the  re¬ 
volutionary  army,  and  within  a  few  months  the 
Cantonese  were  nearing  the  Yangtse. 

Then  occurred  an  “  incident  ”  which  rapidly 
increased  the  sympathy  of  the  people  with  the 
anti-imperialist  programme  of  the  Cantonese.  One 
of  Wu  Pei  Fu’s  generals,  at  Wanhsien,  had  detained 
two  British  steamers  for  a  breach  of  the  rules  of 
navigation,  which  had  resulted  in  the  sinking  of 
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two  Chinese  boats.  After  some  unsuccessful 
diplomatic  attempts  to  secure  the  release  of  the 
steamers  and  their  officers,  British  gunboats 
suddenly  appeared  and  attempted  to  carry  them 
off  by  force.  The  gunboats  opened  fire  point 
blank  on  the  Chinese  guards  of  one  of  the  steamers, 
which,  according  to  the  Times  (Oct.  6,  1926),  “  was 
soon  a  shambles.”  But  they  failed  to  release  the 
steamers  ;  and  as  the  gunboats  were  steaming  off 
they  bombarded  the  town  of  Wanhsien.  The 
Chinese  casualties  were  reported  in  the  British 
capitalist  press  as  2000  ( Daily  Telegraph )  to  5000 
[Morning  Post )  ;  the  Kuomintang  manifesto  gave 
a  minimum  of  500  killed  and  1000  wounded.  The 
exact  figure  does  not  matter ;  the  fact  of  the 
massacre  cannot  be  disputed,  and  its  effects  on  the 
anti-imperialist  movement  were  immediate. 

From  that  time  the  Cantonese  have  met  with 
little  serious  resistance.  The  important  towns  of 
Hankow  and  Wuchang  on  the  Yangtse  were 
occupied  as  the  result  of  the  garrisons  coming  over 
to  the  revolutionary  army  ;  at  Foochow,  on  the 
coast,  the  Chinese  naval  detachments  came  over, 
and  the  town  was  occupied.  At  the  same  time 
the  Kuominchun,  the  people’s  army  of  the  north, 
was  advancing  southward  under  the  leadership  of 
Feng ;  and  in  November,  1926,  the  shadow 
government  of  Pekin  finally  went  out  of  existence. 

Following  on  the  successful  advance  of  the 
Cantonese  armies,  the  centre  of  the  revolutionary 
government  was  moved  from  Canton  to  Wuchang, 
in  the  heart  of  the  important  industrial  districts 
on  the  Yangtse.  Under  Wu  Pei  Fu,  trade  unions 
in  these  areas  had  had  to  wage  a  continuous  fight 
against  legal  and  military  repression  ;  with  the 
arrival  of  the  Cantonese  trade  unionism  spread 
rapidly  and  an  immense  increase  of  strength  was 
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gained  for  the  mass  organisation  which  is  the 
essential  basis  of  the  revolutionary  policy  of  the 
Kuomintang. 

The  new  programme  of  the  Kuomintang  was 
embodied  in  resolutions  passed  at  the  joint  con¬ 
ference  of  the  Executive  and  delegates  from  Pro¬ 
vincial,  City  and  Special  Kuomintangs,  held  in 
October,  1926.  The  programme  is  based  on  Sun 
Yat  Sen's  last  declaration — the  “  will  ”  of  Sun 
Yat  Sen — which  is  read  at  every  conference  of  the 
Kuomintang.  Resolutions  passed  at  the  1926 
conference  include  the  following  chief  points  : — 

Political. — To  realise  political  and  economic  unification 
of  the  whole  country,  to  abolish  the  system  of  war-lords 
and  to  constitute  a  democratic  government. 

Diplomatic. — To  abolish  all  unequal  treaties  and  to 
cancel  the  Consular  right  of  jurisdiction. 

Economic. — To  secure  Customs  autonomy,  to  revise 
the  tariff,  and  to  abolish  oppressive  and  miscellaneous 
taxes.  To  establish  a  National  Bank  for  issuing  loans  at 
the  lowest  rate  of  interest  to  develop  agriculture,  industry 
and  commerce. 

Peasants. — To  reduce  the  rental  of  land  by  25  per  cent., 
to  standardise  the  land  tax  tariff  and  abolish  oppressive 
regulations.  Untilled  public  land  (which  belongs  to  the 
Provincial  Government)  to  be  allotted  to  the  poor  peasants 
according  to  definite  rules.  The  Government  should 
assist  the  peasants  in  the  organisation  of  various  Co¬ 
operative  Unions  ;  and  safeguard  the  influence  of  the 
Peasants’  Joint  Unions,  the  Unions  to  have  the  right  to 
organise  Peasants’  Self-Protection  Corps. 

Workers. — To  enact  Labour  Laws  safeguarding  the 
liberty  of  labourers  to  organise  and  to  strike.  To  limit 
working  hours  to  54  a  week  and  to  establish  health  and 
unemployment  insurance.  To  support  the  workers  in  the 
organisation  of  Consumers’  Co-operative  Stores. 

Soldiers. — All  members  of  the  Kuomintang,  from  20  to 
40  years  of  age,  to  have  the  duty  of  entering  military 
service.  Kuomintang  representatives  to  be  deputed  to 
headquarters  of  all  Armies,  Divisions,  Brigades,  and 
Regiments. 

Other  Provisions. — To  diffuse  compulsory  free  educa¬ 
tion.  To  fix  a  time  limit  for  the  total  prohibition  of  the 
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smoking  and  sale  ol  opium  and  the  plantation  of  the  poppy. 
To  secure  equal  treatment  for  Oversea  Chinese  in  their 
places  of  settlement. 

( Cantbn  Gazette,  Oct.  30,  1926). 

As  the  last  point  indicates,  the  Kuomintang 
has  established  close  contact  with  Chinese  living 
abroad.  According  to  the  report  of  the  Inter¬ 
national  Federation  of  Trade  Unions  on  World 
Migration  and  Labour,  there  were  close  on  nine 
million  Chinese  living  in  foreign  centres  in  1921. 
The  largest  numbers  were  as  follows  : — 


Country. 

Formosa, 

J  ava, 

Siam, 

East  Indies, 
Malaya, 


Number 

(millions). 

2-2 

1-8 

1-5 

1-0 

M 


The  vast  majority  of  these  are  Chinese  workers 
employed  by  British,  Japanese  and  Dutch  capi¬ 
talists  ;  and  the  success  of  the  Chinese  revolu¬ 
tionary  movement,  which  has  already  made  itself 
felt  in  Java,  must  have  a  far-reaching  effect  in 
other  parts  of  Asia  where  Chinese  workers  are 
employed.  And  not  only  the  Chinese  themselves, 
but  ail  the  oppressed  races  of  the  east,  and  par¬ 
ticularly  the  workers  and  peasants  of  India,  are 
inevitably  involved  in  the  success  or  failure  of  the 
revolution  in  China.  Success  means  a  tremendous 
advance  in  the  struggle  against  British  imperialism, 
which  is  maintaining  itself  by  exploiting  millions 
of  workers  in  the  colonies,  while  it  forces  down  the 
standard  of  the  workers  at  home.  It  means  the 
closer  alliance  of  revolutionary  China  with  Soviet 
Russia,  and  the  freeing  from  capitalist  domination 
of  a  third  of  the  world’s  population. 

The  continuous  advance  of  the  Cantonese 
forces  has  raised  for  the  foreign  powers  the  supreme 
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question  of  policy — to  fight  or  not  to  fight.  The 
four  Powers  mainly  concerned  are  Great  Britain, 
Japan,  the  United  States  and  France.  As  we 
have  seen,  trade  from  Great  Britain  has  already 
been  seriously  affected  by  earlier  developments, 
and  the  events  of  1925  made  matters  worse.  The 
change  in  the  distribution  of  China’s  foreign  trade 
since  1913  with  important  countries  is  shown 
below : — 


CHINA’S  FOREIGN  TRADE,  1913  and  1925. 


Imports  Exports 

into  China.  from  China. 


1913  1925  1913  1925 


per  cent,  of  total.  per  cent,  of  total. 


Britain, 

16-5 

9-6 

4-0 

6-1 

Hong  Kong, 

29-0 

18-2 

29-0 

14-7 

Japan, 

20-3 

310 

16-2 

24-0 

U.S.A., 

6-0 

14-7 

9-3 

18-4 

British  interests  have  therefore  to  reckon  with 
competition  from  Japan  and  the  United  States, 
as  well  as  with  the  anti-foreign  movement  in  China. 
Because  of  this,  the  policy  of  the  open  door  is 
dangerous  for  the  British  groups,  which  can  only 
hope  to  maintain  their  position  by  turning  the 
Yangtse  Valley  into  a  closed  British  colony.  This 
is  the  motive  which  has  led  to  their  support  of 
Wu  Pei  Fu,  their  subsidies  to  his  forces  and  en¬ 
couragement  of  his  resistance  to  Chang-tso-lin, 
the  Japanese  agent  in  the  north.  This  policy 
has  now  been  overshadowed  by  the  danger  from 
the  south,  which  not  only  threatens  to  prevent  any 
further  extensions  of  British  influence,  but  is  a 
definite  menace  to  the  British  financial  and  in¬ 
dustrial  interests  already  established.  For  this 
reason  any  policy  of  compromise  with  Canton  is 
impossible ;  if  it  appears,  its  only  purpose  is  to 
win  over  some  of  the  right  wing  elements  in  the 
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Kuomintang — the  capitalists  and  more  wealthy 
peasants — in  preparation  for  an  attack. 

For  Japan,  on  the  otfyer  hand,  the  position  is 
slightly  different.  After  the  termination  of  the 
Anglo- Japanese  agreement  in  1921,  and  the 
British  and  American  opposition  in  1921  which 
forced  Japan  to  evacuate  Kiaochow,  Japanese 
interests  have  mainly  concentrated  on  the  ex¬ 
ploitation  of  Korea  and  Manchuria.  On  the  other 
hand,  Japanese  cotton  trading  interests  in  central 
China  are  extensive,  and  there  are  also  many 
Japanese  factories  outside  Manchuria,  including 
the  very  important  Hanyehping  steel  works,  near 
Hankow.  Japanese  policy  is,  therefore,  less  likely 
to  develop  into  active  hostilities  against  the 
Cantonese,  but  as  the  Cantonese  advance  north¬ 
wards  the  danger  of  an  intervention  agreement 
between  Britain  and  Japan  increases. 

The  United  States  is  in  the  position  of  having — 
up  to  the  present  —  no  territorial  interests. 
American  trade  with  China,  and  the  considerable 
financial  assistance  which  American  banks  have 
given  to  Chinese  merchants,  have  naturally  re¬ 
sulted  in  hostility  to  the  revolutionary  danger ; 
but  conciliatory  methods  might  secure  the  open 
door  for  trade  and  some  respect  for  American 
financial  interests. 

France  is  only  to  a  small  extent  concerned  in 
direct  trade  with  China  ;  but  French  financial 
interests  are  deeply  concerned  in  the  existing 
Chinese  Government  loans,  and  there  is  in  the 
background  the  danger  to  her  French  colony  of 
Indo-China,  only  a  relatively  short  distance  from 
Canton. 

In  the  present  alignment  of  interests,  therefore, 
the  immediate  danger  to  the  Chinese  revolutionary 
movement  is  the  British  determination  at  all  costs 
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to  hold  the  Yangtse  valley.  Repeated  attempts 
made  by  Britain  during  1926  to  secure  Japanese 
and  American  support  for  aggressive  action  against 
the  Cantonese  met  with  no  success.  But  the 
position  became  increasingly  acute,  and  the  con¬ 
centration  of  British  naval  and  air  forces  in 
Chinese  waters  created  the  physical  possibility  of 
definite  hostilities  ;  while  such  incidents  as  the 
arrest  of  members  of  the  Kuomintang  by  British 
officials  in  Tientsin  intensified  Chinese  feeling 
against  the  British. 

Nevertheless,  as  the  Kuomintang  has  repeatedly 
stated,  it  is  not  fighting  the  British  or  any  nation 
as  a  nation,  but  because  British  imperialism  means 
for  the  Chinese  workers  and  peasants  a  continually 
intensifying  exploitation,  both  directly  in  British 
factories  and  ships,  and  indirectly  through  the 
Chinese  bureaucracy  and  war-lords,  supported  by 
British  interests.  In  their  struggle  against  British 
capitalist  interests  in  China,  the  interests  of  the 
Chinese  workers  and  peasants  are  identical  with 
those  of  the  British  workers  ;  not  only  because 
they  are  fighting  against  slave  conditions  which 
are  used  by  the  British  capitalists  to  lower  the 
standards  of  British  workers,  but  because  they  are 
fighting  against  capitalism  ;  and  just  as  the  miners’ 
struggle  in  Britain  prevented  the  attack  on  China 
during  1926,  so  the  victory  of  the  Chinese  workers 
and  peasants  will  deal  a  heavy  blow  at  the  em¬ 
ploying  class  in  Britain. 

The  British  Labour  movement  has  more  than 
once  declared  the  importance  to  the  British  workers 
of  the  struggle  in  China.  At  the  1924  Trades 
Union  Congress  at  Hull,  a  resolution  was  adopted, 
“  in  view  of  the  low  standard  of  living  at  present 
existing  in  Eastern  countries  and  its  effect  on 
Western  standards,”  instructing  the  General  Council 
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to  make  an  exhaustive  examination  of  the  subject. 
At  the  Scarborough  Congress  in  1925,  with  the 
news  of  the  Shanghai  apd  Shameen  massacres 
fresh  in  the  delegates’  minds,  considerable  attention 
was  paid  to  China,  and  in  addition  to  resolutions  of 
protest,  demanding  the  withdrawal  of  British¬ 
armed  forces  from  China,  the  General  Council  was 
instructed  to  consider  the  sending  of  delegates  to 
China.  At  the  Bournemouth  Congress  in  1926,  the 
General  Council  reported  that  it  had  decided  not 
to  send  a  delegation  at  present,  and  the  reference 
back  of  this  section  of  the  report  was  defeated.  A 
resolution  of  protest  against  the  support  given  by 
the  Imperialist  Governments  to  the  militarist 
war-lords  of  China  was,  however,  adopted.  On 
Sept.  24,  the  General  Council,  protesting  against 
the  Wanhsien  bombardment,  called  upon  the 
Trade  Union  movement 

"  to  use  every  possible  means  to  ensure  that  the  British 
Government  ceases  its  warlike  operations  and  that  due 
regard  is  given  to  the  legitimate  aspirations  of  the  Chinese 
people.” 

In  December,  1926,  on  the  initiative  of  the 
London  Trades  Council,  a  British  Labour  Council 
for  Chinese  Freedom  was  formed  ;  and  in  January, 
1927,  with  the  despatch  of  marines  and  troops 
to  China,  the  Labour  Party  and  T.U.C.  issued 
manifestoes  against  the  warlike  preparations, 
while  the  I.L.P.  and  Communist  Party  demanded 
the  withdrawal  of  all  British  forces  from  China. 
The  position  is  obviously  one  in  which  protests 
are  of  no  avail ;  at  any  moment  some  incident 
may  be  used  as  an  excuse  for  war.  The  attack  on 
the  Chinese  revolutionary  movement  can  only 
be  prevented  if  the  British  workers  understand  the 
real  nature  of  the  struggle,  and  are  determined  to 
help  the  Chinese  workers  and  peasants  to  break 
the  power  of  British  capitalism. 
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